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Change  the  insides,  not  the  outsides. 

Here's  the  reality — there's  a  whole 
new  way  to  move  to  VoIP.  And  you  don't 
need  a  whole  new  infrastructure  to  make 
it  happen.  That's  because  it  isn't  about 
ripping  and  replacing  or  big,  upfront 
costs.  You  see,  it  isn't  about  hardware. 

It's  actually  about  software. 

Now  you  can  keep  your  hardware — 
your  PBX,  your  gateways,  even  your 
phones.  Move  to  VoIP  with  software. 
Software  that  integrates  with  Active 
Directory!  Microsoft®  Office,  Microsoft 
Exchange  Server,  and  your  PBX. 

Maximize  your  current  PBX 
investment  and  make  it  part  of  your 
new  software-based  VoIP  solution 
from  Microsoft.  It's  big  change, 
without  changing  it  all.  Learn  more 
at  microsoft.com/voip 
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Singular  Information  Management.™ 

Infinite  Possibilites. 

What  can  a  single,  ingeniously  efficient,  infinitely  scalable  data  managment 
product  change  about  the  way  information  is  protected,  archived,  managed, 
and  accessed?  In  a  word,  everything.  Say  goodbye  to  shoehorning  disparate 
products  into  inefficient,  expensive  patchwork  "solutions."  Simpana  software  is 
a  single  product  with  application  modules  for  Data  Protection,  Archive,  Replica¬ 
tion,  Resource  Management  and  Search — all  built  from  the  ground  up,  on  a  single 
code  base  and  platform.  The  Result?  Singular  efficiency,  flexibility,  and  scalability 
other  products  can  only  dream  about.  To  learn  why  Simpana  software  will  change 
the  way  you  think  about  data  management,  and  about  the  groundbreaking  new 
features  and  search  capability  in  Simpana  7.0  software,  visit 
www.commvault.com  today. 
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EDITORIAL 


This  Year’s  Model 

If  innovation  is  what  you  want,  you  have  to  pay 

I  remember  my  dad's  Model  A  Ford.  (Yeah, 
I’m  that  old.)  It  had  a  rumble  seat  in  the  back  that 
I  loved  to  bounce  around  in,  and  it  was  a  beau¬ 
tiful,  deep,  bottle  green.  The  fact  that  it  came  in 
green  was  a  big  deal  because  its  predecessor,  the 
Model  T,  didn’t.  As  Henry  Ford  famously  said, 
“Any  customer  can  have  a  car  painted  any  color 
that  he  wants  so  long  as  it’s  black.” 

Old  Henry  knew  that  the  way  to  build  cars  that 
were  cheap  (the  Model  T  debuted  in  1908  at  $850, 
and  the  price  dropped  after  he  introduced  the  assembly  line  in  1913)  and  reliable 
was  to  divide  the  work  into  discrete,  repeatable  processes  and  limit  customer 
choice.  As  a  manufacturing  strategy  and  business  model,  it  was  a  roaring  suc¬ 
cess.  It  still  is. 

That’s  a  hard  truth  that  CIOs  bump  up  against  unhappily  when  they  (increas¬ 
ingly)  look  to  their  outsourcers  to  provide  innovation.  Forrester  Research  reports 
that  41  percent  of  buyers  are  dissatisfied  with  the  innovation  provided  by  their 
primary  outsourcer,  and  a  recent,  exclusive  CIO  survey  of  IT  execs  reports  that  44 
percent  are  unhappy  with  the  innovation  provided  by  offshore  outsourcers.  (To 
see  the  survey  results,  go  to  www.cio. com/article/141066)  As  CIO  Senior  Editor 
Stephanie  Overby  explains  in  her  article  “What  Price  Innovation?”  (Page  41),  this 
shouldn’t  come  as  a  surprise.  Outsourcers  understand  that  one  of  the  best  ways 
to  make  money  is  Henry’s  way:  Define  the  job  as  narrowly  as  possible  (“any  color 
as  long  as  it’s  black”)  and  divide  it  into  repeatable  steps.  Not  exactly  a  formula  for 
innovation,  for  generating  new  ideas  and  improving  business  processes. 

Can  you  get  innovative  ideas  from  an  outsourcer?  Of  course.  You  can  get  any¬ 
thing  you  want.  But  just  as  the  Model  A’s  riot  of  colors  (it  came  in  four)  helped 
make  it  more  expensive  than  the  Model  T’s  basic  black,  getting  innovation  will 
cost  you.  And  the  paradox  there  is  that  lowering  costs  is  still  the  primary  reason 
companies  outsource  their  IT  work  in  the  first  place. 

Asking  for  innovation  from  your  outsourcing  partner  makes  sense.  Doing  so 
under  the  old  service-level  agreement  terms— you  do  X,  Y  and  Z  and  we  pay  you 
for  that  and  not  a  dime  more— doesn’t. 

The  truth  is,  if  you  want  new  ideas  from  your  outsourcer,  you  first  have  to  be 
willing  to  approach  outsourcing  in  a  new  way.  Overby’s  story  is  a  good  place  to 
start  to  learn  how. 

- - 

David  Rosenbaum,  Editor 

drosenbaum(a)cio.com 
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The  next  generation  of  ultra-mobile  computing  technology  from  Motion  Computing® 
has  arrived.  High  performance  is  yours  with  the  Motion  LE1700  Tablet  PC  featuring 
the  Intel®  Core'“2  Duo  processor  inside  its  sleek,  lightweight  design.  Take  the  Motion 
LE1700  Tablet  PC  with  you,  wherever  you  go,  and  experience  a  new  level  of  wireless 
freedom,  from  anywhere,  with  optional  embedded  wireless  broadband  (WWAN) 
technology.  No  other  Tablet  PC  offers  the  ultimate  performance  that  you’ll  receive 
with  the  Motion  LE1700. 

Choose  the  Motion  LE1700  Tablet  PC  and  experience  wireless  freedom  like 
never  before. 

1-866-MTABLET 

www.motioncomputing.com 

Contact  your  Motion  Solution  Provider 
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IT  Innovation: 

CIOs  Take  tf  •  Lead  in  Delivering  Real  Impact  to  the  Business 


Irian  Stevens 

iTO  and  Vice  President,  Engineering,  r  d  Hat 

rian  Stevens  has  more  than  20  years  of  entn  rise  engineering  experience  in  UNIX  and 
inux  technologies.  Since  joining  Rod  I  lat  s  s  ior  management  team  in  2001,  Stevens 
as  been  critical  to  the  company’s  enterprise  derating  system,  storage  and  clustering 
rategies.  He  now  leads  the  Emerging  Techn  igies  group.  Prior  to  joining  Red  Hat, 
tevens  was  CTO  of  Mission  Critical  Cinux.  v.  ere  he  was  responsible  for  corporate  strat- 
ry,  business  development  and  clustering  prodcts.  Stevens  received  his  B.S.  in  Computer 
cience  from  the  University  of  New  1  lampshit  and  his  M.S.  in  Computer  Systems  from 
ensselaer  Polytechnic  Institute. 


movation  isn’t  just  about  new  technology, 
’s  about  business  impact.  “To  unleash 
movation,  though,  you  need  to  free  your 
hnd  from  traditional  thinking,  says 
rian  Stevens,  chief  technology  officer  for 
laleigh,  N.C. -based  Red  Hat.  “That  mean- 
lovhig  from  the  traditional  paradigm  ol 
elease-to-release  fundamentalism  and 
acusing  on  what  you  perceive  users  need, 
lead  on  to  leam  more  about  how  Cl( )s  are 
Lkmg  the  lead  on  innovation. 


* 


I  low  would  you  define  innovation?  And 
(low  are  CIOs  embracing  their  role  in  it? 

i  Chat’s  important  is  not  necessarily  what 
innovation  is  but  what  it  does.  Innovation 
|hould  have  a  profound  impact  on  people 
tnd  society,  and  that  impact  should  be 
Measured.  Of  course,  the  root  of  innova¬ 
tion  is  technological  change.  As  far  a^ 

IOs  embracing  innovation,  that’s  start - 
g  to  change.  Today,  many  CIOs  see  open 
ource  as  leveling  the  playing  field  against 
icrosoft  so  they  can  now  participate  in  die 
dvancement  of  IT  innovation.  Rat  her  titan 
ssuming  the  legacy  roles  of  vendors.  iIicm- 
IOs  are  taking  a  leadership  position  in 
heir  business. 

low  are  CIOs  contributing  to  top-line 
msiness  goals — like  growth,  profitabi! 
ty  and  customer  satisfaction — through 
nnovation? 

think  that  IT  done  right  can  become  a 
ompetitive  advantage.  Done  poorly,  it  - 
test  a  cost  center,  and  at  worst  a  liability 
The  CIO  is  the  driver  of  this — the  person 
it  the  helm  that  makes  decisions  about 
vhere  IT  will  be  on  the  spectrum  between 
ompetitive  advantage  and  liability.  Too 


i (ten  decisions  have  been  made  around 
ost  and  power,  but  through  IT  innovation, 
nany  leaders  are  now  able  to  impact  the 
i  me  to  market  of  new  products,  be  at  the 
•enter  of  creation  and  utilization,  and  even 
iffect  how  communication  occurs  between 
1  te  entire  company  and  its  customers  and 
»artners. 


low  can  CIOs  make  time  for  innovation? 

lie  bigger  question  here  is,  how  can  CIOs 
ifford  not  to?  If  they  don’t  make  time,  their 
i  iccessors  certainly  will.  Obviously,  many 
if  the  issues  that  are  top  of  mind  for  CIOs 
evolve  around  their  ability  to  complete 
■rejects  and  enable  the  company  to  com- 
ete.  That’s  the  fundamental  problem  that 

innovation  and  IT  by  design 
should  address  the  issues 
of  time  and  resources, 
so  it's  a  question  of 
the  chicken  or  the  egg." 


T  architectures  must  address.  Innovation 
rid  IT  by  design  should  address  the  issues 
if  time  and  resources,  so  it’s  a  question 
if  the  chicken  or  the  egg.  Observing  best 
iractices  is  a  great  way  to  solve  the  puzzle. 
That  is,  look  across  your  industry  and  at 
he  IT  leaders  outside  your  industry  to  see 
what  innovators  like  Amazon.com  and 
edEx  are  doing. 

low  can  new  technology,  specifically 
SOA  and  virtualization,  fuel  innovation? 

virtualization  done  correctly  can  be 
ransformational.  Instead  of  adopting  point 


products,  virtualization  should  be  adopted 
as  the  core  architecture  on  which  all  IT 
services  can  be  deployed.  Technologies  like 
SOA  help  you  build  applications  as  service 
objects  for  flexibility,  repeatability  and 
speedy  deployment.  All  of  this  allows  lines 
of  business  to  control  their  own  destiny, 
and  removes  IT  as  the  bottleneck — effec¬ 
tively  moving  innovation  out  of  IT  and  into 
the  line  of  business  where  you  want  it. 


To  foster  innovation,  w  hat  emerging 
technologies  should  CIOs  watch? 

Keep  an  eye  on  technology  that  contrib¬ 
utes  to  next-generation  architecture  and 
avoid  point  products.  It’s  critical  to  watch 
technology  such  as  virtualization  and 
SOA.  And  it’s  increasingly  important  to  get 
connected  with  your  staff.  In  many  cases, 
discussions  with  your  developers  and 
system  administrators  can  be  enlighten¬ 
ing,  as  they’re  in  front  of  new  technologies 
and  they’ll  know  how  these  technologies 
impact  great  architectures. 

For  More  Information:  Check  out  this 
white  paper,  “Dynamic  IT:  Expand  Your 
Capabilities  With  Red  Hat  Open  Source,  at 

www.cio.com/vvhitepapers/redhiitinnovate. 


red  hat 
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FROM  THE  CEO 


A  New  World 

Today’s  economy  is  “fast,  cheap  and  out  of  control” 

I  recently  attended  the  SAS  Business  Forum 
where  Bruce  Upbin,  Forbes’ s  assistant  managing 
editor,  was  a  panelist.  It  was  fascinating  to  hear 
him  talk  about  innovation  and  how  companies 
like  Virgin  Atlantic  and  Nokia  are  launching  new 
services  that  will  allow  them  to  achieve  incre-  j 
mental  revenue  outside  their  traditional  busi-  | 
ness  lines.  Certainly,  technology  is  at  the  center 
of  these  efforts— everything  from  being  able  to 
use  an  ATM  card  to  order  food  from  your  seat  on 
a  Virgin  Atlantic  plane  to  Nokia  adding  new  gaming,  music  and  other  content  to 
its  phones. 

Upbin  also  referred  to  our  current  market  as  “fast,  cheap  and  out  of  control”— a 
dramatic,  intentionally  provocative  phrase,  perhaps,  but  quite  accurate  when  you 
follow  his  argument. 

By  “fast”  he  means  the  radical  increase  in  available  bandwidth  and  ubiquitous 
connectivity  to  which  we  are  all  (fast)  becoming  accustomed.  You  look  at  how  this 
impacts  our  lives  both  commercial  and  private  and  you  see  how  rapidly  the  world 
is  becoming  a  much  smaller  and  much  more  complex  place. 

“Cheap”  refers  to  how  certain  technologies  are  dropping  in  price  while  at  the 
same  time  becoming  more  powerful.  It  also  refers  to  how  certain  areas  of  the  world 
are  now  able  to  provide  quality  far  more  cheaply  than  traditional  industrial  cen¬ 
ters.  This  no  longer  applies  solely  to  IT  but  to  anything  that  can  be  sent  over  a  wire. 

That  means  everything  from  legal  advice  to  HR  can  now  be  outsourced. 

“Out  of  control”?  Well,  if  you  think  you’re  in  control  of  the  consumer,  then  you’re 
being  naive.  Most  of  the  world’s  purchasing  power  is  now  in  the  hands  of  a  tech¬ 
nologically  empowered,  demanding  and  impatient  consumer.  This  fact  has  been 
pounded  into  our  heads  by  pundits  and  leaders  but  it’s  remarkable  to  see  how 
many  businesses  are  still  thinking  and  acting  as  if  they  were  in  charge,  not  the 
other  way  around. 

My  advice  to  those  companies  is  to  take  another  look  at  the  world  as  it  is  today: 
fast,  cheap,  and  out  of  (your)  control.  Buckle  up,  listen  to  your  customer  and  enjoy 
the  ride.  It’s  going  to  be  a  crazy  and  (for  those  who  get  it)  a  profitable  journey. 


Michael  Friedenberg,  President  and  CEO 

mfriedenberg@cio.com 
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Panasonic  recommends  Windows  Vista®  Business. 
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WE  CANNOT  SAY 
IT’S  THE  EIGHTH 

WONDER  OF  THE  WORLD. 


Panasonic 


PRESENTING  THE  NEW  TOUGHBOOK  52.  When  you  engineer 
a  laptop  as  monumental  as  the  new  Panasonic  Toughbook®  52, 
it’s  hard  not  to  be  reminded  of  the  other  great  marvels  of  engineering 
throughout  civilization.  Like  the  pyramids,  the  Toughbook  52  was 
built  to  stand  the  test  of  time— it  boasts  a  magnesium  alloy  case, 
shock-mounted  hard  drive  and  a  spill-resistant  keyboard.  Factor 
in  its  carrying  handle,  15.4"  widescreen  LCD  and  Verizon  Wireless 
BroadbandAccess  Built-In*,  and  it  becomes  the  ultimate  business 
tool  for  rugged,  reliable  and  wireless  mobile  computing.  And  while 
we  won’t  come  right  out  and  say  that  it’s  the  eighth  wonder,  we 
will  say  it’s  turning  heads. 

panasonic.com/toughbook  1.800.662.3537 


They’re  not  looking  in  the  right  places  for  what  they  need. 

But  you  can.  With  proven  information  management  software  from  SAS 

www.sas.com/squirrels 


POWER 
TO  KNOW 


trend 
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RECALLS  Test  Mattel  IT 


supply  chain  In  the  toy  business,  timing  is 
crucial.  So  it  was  particularly  bad  news  that  in  early  Sep¬ 
tember,  toy  giant  Mattel  issued  its  third  product  recall  in 
two  months,  this  time  of 848,000  Barbie  accessories  and 
Fisher-Price  toddler  toys  that  could  contain  lead  paint. 


Two  earlier  recalls  involved  lead  paint  and  small  magnets 
that  posed  a  choking  hazard.  Together,  the  recalls  mean 
Mattel’s  IT  managers  face  perhaps  their  toughest  test  ever. 

At  the  same  time  as  the  $5.7  billion  company  pushes 
out  products  to  warehouses  and  distribution  centers 
around  the  world  in  preparation  for  crucial  holiday  buy¬ 
ing,  Mattel  is  trying  to  pull  back  20  million  potentially 
dangerous  toys. 

That  much  product  in  motion— in  opposite  directions— 
could  break  any  company,  say  recall  experts.  During  a 
product  recall,  “the  intensity  of  the  need  for  information 
gets  compressed,”  says  Walter  Staehle,  a  director  of  indus¬ 
try  management  at  Siemens  and  former  shop-floor  man¬ 
ager  at  Kraft,  where  he  went  through  several  recalls. 

IT’s  job  in  a  recall  is  to  produce  data  that  details  the 
extent  of  the  problem  and  how  it  started.  IT  also  needs  to 
continually  refresh  data  on  the  recall’s  progress. 

The  CEO  and  other  senior  lead-  Continued  on  Page  16 
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Mobile  Phones  Help 
Secure  Online  Banking 


security  Bank  of  America  cus¬ 
tomers  can  now  add  an  extra  level  of 
security  to  transactions. 

The  new  SafePass  system,  which 
uses  VeriSign  authentication  tech¬ 
nology,  sends  a  six-digit  code  to  the 
customer’s  mobile  phone.  The  code  can 
be  used  only  once  and  expires  after  10 
minutes,  making  it  harder  for  criminals 
to  access  accounts. 

SafePass  (which  is  optional  for  cus¬ 
tomers)  works  in  conjunction  with  the 
bank’s  SiteKey  anti-phishing  technol¬ 
ogy,  says  Mike  Pennella,  an  e-commerce 


enterprise  services  executive  with 
Bank  of  America. 

E-Trade,  Charles  Schwab  and  PayPal 
have  deployed  similar  “two-factor” 
authentication  systems.  By  requiring 
a  code  number  in  addition  to  the  pass¬ 
word,  these  systems  make  fraud  harder 
but  not  impossible. 

“It  protects  against  steal-the-pass- 
word  attacks,  but  not  against  Trojans 
that  make  transactions  in  the  back¬ 
ground  after  you  authenticate,"  says 
Counterpane  Internet  Security  CTO 
Bruce  Schneier.  -Robert  McMillan 


CORRECTION 

Due  to  an  editorial  error, 
Verizon  CIO  Shaygan 
Kheradpir’s  Hall  of  Fame 
profile  in  the  Oct.  1  issue 
ran  with  the  wrong 
picture.  CIO  regrets  the 
error. 


Shaygan  Kheradpir 


ILLUSTRATION  BY  JAMES  YANG 
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CIOs  in  Hiring 
Mood  for  Q4 


Continued  from  Page  15 


staffing  The  twin  implosions  of  the  housing  and  credit 
industries  have  had  little  impact  on  CIOs'  fourth  quarter  hir¬ 
ing  plans,  according  to  a  survey  released  in  early  September  by 
staffing  firm  Robert  Half  Technology.  In  fact,  IT  executives  in  the 
finance,  insurance  and  commercial  real  estate  industries  expect  to 
do  the  most  hiring  in  the  fourth  quarter  of  2007. 

Overall,  14  percent  of  the  1,400  CIOs  polled  plan  to  add  jobs  in 
the  fourth  quarter,  down  3  percent  from  the  third  quarter  of  2007. 
Just  2  percent  of  the  CIOs  intend  to  cut  staff  during  that  period, 
unchanged  from  the  previous  quarter.  The  remainder  say  they 
have  no  plans  to  add  or  eliminate  jobs  during  the  last  quarter. 

CIOs  who  plan  to  beef  up  their  staffs  cite  business  growth  as  the 
key  driver.  They  also  note  an  increased  need  for  customer  and/or 
end  user  support.  Jobs  most  in  demand  include  Windows  admin¬ 
istrators,  network  administrators  and  database  managers. 

Half’s  survey  comes  hard  on  the  heels  of  a  U.S.  Labor  Depart¬ 
ment  report  that  showed  4,000  jobs  were  eliminated  in  August 
and  sparked  recession  concerns. 

Interestingly,  respondents  to  a  CIO.com  poll  about  the  impact  of 
tighter  credit  conditions  on  2008  IT  budgets  also  sounded  calm. 
Sixty  percent  of  poll  respondents  said  they  were  not  concerned 
about  the  credit  crunch  affecting  their  budgets,  though  11  percent 
plan  to  change  or  eliminate  some  projects  as  a  result. 

-Meridith  Levinson 
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COMING  ATTRACTIONS: 


consumer  i.t.  Consumer  technologies  will  increasingly  wind 
their  way  into  the  workplace.  Which  items  will  take  off  the  fastest  in 
the  next  five  years?  You  can  expect  plenty  of  picture  and  video  files,  for 
starters.  By  2012: 


^gpr 


SOURCE:  Forrester  Research:  "The  State  Of  Consumers  And  Technology:  Benchmark  2007" 


ers  have  to  figure  out  how  many  prod¬ 
ucts  are  affected,  where  they  are  and  how 
to  get  them  back,  while  dealing  with  con¬ 
fused  and  sometimes  angry  consumers, 
distributors  and  retailers.  The  speed  and 
the  quality  of  response  matter— to  the 
public  as  well  as  to  internal  operations, 
Staehle  says. 

At  Mattel,  excavating  information 
needed  for  the  recalls  is  a  complex  job, 
because  like  most  big  manufacturing  and 
consumer  products  companies,  it  uses  a 
mix  of  enterprise  software.  For  example, 
Mattel  manages  much  of  its  supply  chain 
and  demand  planning  with  Manugistics 
applications  and  transportation  with 
Kewill  Ship  software.  Mattel  also  runs 
Oracle,  Microsoft  and  IBM  databases  at 
its  main  data  center. 

Mattel  CEO  Bob  Eckert  has  apolo¬ 
gized  and  tried  to  stem  consumer  wor¬ 
ries  in  statements  on  the  company’s 
website  and  with  news  outlets. 

Making  substantial  use  of  the  Web 
will  help  Mattel  maintain  good  rela¬ 
tions  with  retailers,  says  John  Quelch, 
business  administration  professor  at 
Harvard  Business  School.  For  example, 
to  avoid  relying  heavily  on  Wal-Mart, 
Toys  “R”  Us  and  other  stores  to  answer 
consumer  questions,  Mattel  has  set  up 
recall  websites  with  toy  details,  as  well  as 
photos  and  clickable  quizzes  to  help  cus¬ 
tomers.  Then  Mattel  offers  prepaid  mail¬ 
ing  labels  via  e-mail  to  return  the  toys. 

Quelch  admires  the  way  Mattel  is 
handling  the  public  relations  surround¬ 
ing  the  recall,  but  has  a  caution.  “The  last 
thing  Mattel  wants  to  do  is  have  millions 
of  products  handed  to  retailers,  which 
causes  a  huge  logistics  problem  there,” 
Quelch  says.  That,  in  turn,  could  detract 
from  any  goodwill  between  retailers 
and  Mattel,  he  says,  and  “could  result  in 
fewer  products  being  sold  this  holiday 
season.” 

-Kim  Nash 


16  OCTOBER  15,  2007  |  www.cio.com 


ILLUSTRATION  BY  BRANDON  LAUFENBERG 


What  does  it  take  to  provide  360°  communications 
in  a  24/7  business  world? 


Expectations  are  high  for  communication  systems  in  today’s  connected  world.  They  are  expected 
to  deliver  a  lower  cost  of  ownership  while  ensuring  that  people  are  available  and  have  the  tools 
necessary  to  collaborate.  NEC,  the  global  IT  and  networking  company,  delivers  mobility  and  unified 
communications  that  integrate  with  our  UNIVERGE®  IP  Telephony  platforms,  to  improve  business 
processes  and  customer  relationships  by  connecting  people  to  people  and  the  information  they 
need  anytime,  anywhere.  NEC.  Empowering  you  through  innovation. 

—  www.necus.com/necip 


IT  SERVICES  AND  SOFTWARE  ENTERPRISE  NETWORKING  AND  COMPUTING  SEMICONDUCTORS  IMAGING  AND  DISPLAYS 


NEC  is  proud  to  have  the  No.  1  worldwide  ranking  in  enterprise  telephony  extension  line 
shipments  in  2006,  for  the  second  year  in  a  row,  according  to  Gartner.* 

'Market  Share:  Enterprise  Telephony  Equipment  Worldwide,  2006;  Megan  Fernandez  &  Isabel 
Montero,  July,  2007  ©NEC  Corporation  2007.  NEC  and  the  NEC  logo  are  registered  trademarks 
I  of  NEC  Corporation.  Empowered  by  Innovation  is  a  trademark  of  NEC  Corporation. 


Empowered  by  Innovation 


Xerox  Global  Services  professionals  can  transform 

while  driving  up  productivity.  Result?  Improved  top 

( 

upgrading  document  technologies  and  finding  better  ways  for  people 
and  their  resources  to  work  together.  For  example,  our  document 
assessments  examine  workflow  and  technology  compatibility 


Organizations  waste  millions  on  managing  the  flow  of  documents 
from  digital  to  paper  and  back  again.  Xerox  Global  Services 
professionals  create  efficiencies  by  streamlining  those  processes, 


xerox.com/millions  1-800-  ASK-XEROX 


©  2007  XEROX  CORPORATION.  All  rights  reserved.  Xerox*  and  There's  a  new  way  to  look  at  it®  are  trademarks  of  XEROX  CORPORATION  in  the  United  States  and/or  other  countries. 


your  firm’s  document  processes  to  create  revenue 
and  bottom  lines.  There’s  a  new  way  to  look  at  it. 


across  your  enterprise.  Once  our  analysis  is  done,  we  offer 
a  comprehensive  range  of  document  services  and  outsourcing 
to  optimize  your  assets  and  improve  business  performance.  Our 


methods  have  helped  Owens  Corning,  InterContinental  Hotels 
Group  (IHG)  and  others  realize  millions.  For  a  complete  portfolio  of 
our  services  and  case  studies,  visit  us  today  at  xerox.com/milhons. 


XEROX 


Technology 


Document  Management 


Consulting  Services 
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New  Way 

to  Watch 
Your  Back  on 

Google  Apps 


web  2.0  Will Capgemini’s newest 
service  offering  make  CIOs  feel  better 
about  Google  Apps?  Time  will  tell:  The 
consulting  giant  will  offer  services  sup¬ 
porting  Google’s  Web-based  application 
suite,  bolstering  Google’s  efforts  to  sell 
to  larger  businesses  and  companies 
with  workers  like  shop-floor  personnel 
who  have  limited  access  to  corporate 
systems.  This  new  option  could  also 
help  companies  who  want  to  rein  in 
rogue  use  of  Google  Apps  and  improve 
security  for  key  documents  and  e-mail. 
But  don’t  expect  businesses  to  trade  in 
their  Microsoft  Office  suites. 

Google  continues  to  push  on  the 
doors  of  large  enterprises,  acquiring 
e-mail  vendor  Postini  in  July.  In  Sep¬ 
tember,  Google  added  a  presentation 
application  to  its  suite  (joining  Gmail, 
Calendar  and  Docs  &  Spreadsheets). 

The  Capgemini  services  deal  will  help 
Google  with  that  push— to  a  point,  says 
Kyle  McNabb,  a  principal  analyst  with 
Forrester. 

"This  is  a  milestone,  but  it’s  not  going 
to  force  a  lot  of  large  companies  to  look 
at  Google  Apps  for  the  whole  enter¬ 
prise,”  he  says.  “The  noninformation 
workers  in  the  plants  and  factories  are 
the  low-hanging  fruit.” 

Still,  there’s  another  market:  A  grow¬ 
ing  number  of  information  workers, 
frustrated  by  traditional  corporate  IT 
systems,  have  covertly  flocked  to  the 
consumer  version  of  Google  Apps.  When 
this  happens,  compliance  risks  arise. 

Capgemini  says  there  was  no  exclu¬ 
sivity  agreement  in  the  Google  Apps 
deal,  and  Smith  leaves  the  door  open  for 
other  consulting  partnerships. 

-C.G.  Lynch 


Sony  Audio  Player 
Moves  Wh  i  le  It  Grooves 

gadget  Now  you  don’t  have  to  dance  to  your  favorite 
tunes— your  audio  player  can  dance  for  you.  Roily,  a  unique 
new  audio  entertainment  player  from  Sony,  can  twist  and 
turn  on  a  tabletop  while  playing  music.  The  egg-shaped  MP3 
player,  which  went  on  sale  in  Japan  on  Sept.  29  for  $353,  fits 
into  your  hand.  Sony  has  yet  to  decide  plans  for  an  interna¬ 
tional  launch. 

Roily  isn’t  an  iPod-killer,  nor  is  it  meant  to  be.  At  a  relatively 
heavy  10.6  oz.  and  measuring  about  4  inches  long  and  2.5 
inches  in  circumference,  the  player  does  not  make  a  very  prac¬ 
tical  portable  audio  player.  But  it  is  certainly  unique,  and  likely 
to  be  a  talking  point  for  Sony. 

When  you  switch  on  Roily,  covers  at  each  end  of  the  gadget 
move  to  reveal  hidden  speakers  and  reflect  the  sound.  The 
on/off  switch  is  the  gadget’s  only  button;  you  control  the  other 
functions  using  a  pair  of  rings  that  circle  its  body. 

With  1GB  of  flash  memory  built  in,  Roily  can  play  songs 
in  MP3,  Atrac  (Sony’s  own  audio  compression  format)  or 
advanced  audio  coding  (the  likely  successorto  MP3)  formats. 
The  gadget  can  also  receive  music  streamed  via  Bluetooth. 

Roily’s  six  possible  movements,  including  the  flapping  cov¬ 
ers  and  turning  wheels,  need  to  be  preprogrammed  into  the 
device  for  each  track.  It’s  possible  to  program  a  surprisingly 
complicated  sequence  of  moves. 

Sony  will  supply  a  software  application  called  Motion  Edi¬ 
tor  for  move-by-move  choreography,  or  a  rough  set  of  moves 
can  be  automatically  generated.  Sony  also  plans  to  launch  an 
online  community  where  the  company  and  users  can  share 
movement  files. 

Users  should  get  about  five  hours  of  audio  playback  from 
Roily,  or  four  hours  when  the  device  is  in  motion. 

-Martyn  Williams 
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OPERATING  SYSTEMS  CAN  TOO. 


It’s  the  ability  to  have  Microsoft®  Windows  Server®  and  SUSE®  Linux  Enterprise 

„„  Server  from  Novell®  work  together.  And  the  ability  to  run  both  with  more  confidence 
COLLABORATION  a  , 

ROADMAP  It's  Microsoft  and  Novell  working  together  to  reduce  costs  and  complexity  with  new 

.  _ ,  solutions  for  virtualization,  directory  integration,  systems  management,  and  office  document 

translators— each  with  clearly  defined  intellectual  property  rights.  So  you  can  take  compromise  out  of 
the  data  center  and  put  simplicity  and  efficiency  in. 


Download  the  collaboration  roadmap  at  iAiww.moreinterop.com 


Novell  Microsoft 


Copyright  ©  2007  Novell  Inc  and  Microsoft  Corporation  All  Rights  Reserved  Novell,  the  Novell  logo  and  SUSE  are  registered  trademarks  of  Novell.  Inc.  in  the  United  States  and  other 
countries  Linux  is  a  registered  trademark  of  Linus  Torvalds  Microsoft  and  Windows  Server  are  trademarks  of  the  Microsoft  group  of  companies. 
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The  Trouble  With 
Collaboration  Tools 


Best 

Practices 


Collaborative  technologies  are  great  and  all,  but  right  now  we’re  not  ter¬ 
ribly  satisfied  with  them  at  our  business.  That’s  the  report  from  more  than  half 
of  400  CIOs  and  IT  decision  makers  surveyed  by  Avanade,  an  IT  consulting  firm, 
about  the  use  of  collaborative  technologies.  Examples  covered  in  the  survey 
included  e-mail,  instant  messaging,  video  conferencing  and  intranets.  In  most 
cases,  respondents  gripe  about  a  lack  of  integration  between  the  collaborative 
applications,  which  in  turn  frustrates  end  users,  says  Larry  LeSueur,  Avanade’s 
vice  president  of  technology  infrastructure  solutions. 

“Only  11  percent  of  them  had  some  strategy  around  how  to  implement  these 
technologies  with  their  existing  environments,”  he  says.  "It’s  not  that  e-mail  isn’t 
driving  value  or  that  IM  isn’t.  It’s  that  both  those  technologies  aren’t  integrated.” 

As  a  result,  he  adds,  end  users  deal  with  too  many  windows  on  any  given 
workday.  “The  information  worker  really  bears  the  brunt  of  these  technologies 
not  being  integrated,”  LeSueur  says. 

CIOs  also  struggled  to  identify  the  value  of  collaborative  technologies  with  hard 
numbers,  like  ROI.  "It  is  the  hardest  thing  to  quantify,"  LeSueur  says.  “Some¬ 
times  you  can  get  a  hard  number,  but  that  only  tells  a  piece  of  the  picture.” 

It’s  also  tough  to  measure  worker  productivity  gains  as  a  result  of  these  tech¬ 
nologies  being  present.  But  while  collaborative  technologies  don’t  always  give 
the  business  (or  more  specifically,  your  CFO)  the  hard  ROI  typically  demanded 
for  IT  investments,  95  percent  of  CIOs  say  they  see  an  increase  in  worker  pro¬ 
ductivity,  LeSueur  says.  That  alone  should  encourage  further  investments. 

"Right  now,  it  can  be  hard  to  justify,”  says  LeSueur.  “But  in  the  end,  they  know 
these  technologies  are  paradigm  changing,”  he  says. 


Start  smart.  Before  you 
invest  in  collaboration,  take 
a  sober  assessment  of  your 
other  productivity  applica¬ 
tions  (even  e-mail).  If  com¬ 
plaints  exist,  you  may  want  to 
tie  up  those  loose  ends  first. 


Emphasize  integration. 

Try  to  think  of  collaborative 
technologies  as  one  big  pic¬ 
ture  or  even  as  one  applica¬ 
tion.  More  and  more,  vendors 
design  systems  to  be  agnostic 
toward  other  software. 


Play  up  soft  benefits. 

Hard  ROI  will  be  tough.  One 
simple  way  to  quantify  value 
can  be  speed:  Perhaps  a 
group  can  use  an  IM  chat 
room  to  devise  work  plans  in 
an  hour  instead  of  taking  a 
day  using  e-mail  threads. 


Unhappiness  With  Technology,  Lack  of  Strategy 


:  THE  PROBLEM : 


JustfeViT  of  U.S.  companies  say  they  are 
currently  satisfied  with  the  impact  of  collaborative 
and  communication  technologies. 


One  contributing  factor: 

Only  11%  have  a  fully  documented  and  implemented 
collaboration  and  communication  strategy  across 
the  enterprise. 


► :  planned  fixes: 


of  U.S.  companies  say  they  need  to 
add  new  technologies  to  enhance  their  digital 
collaboration  capabilities. 


For  example: 

79%  will  implement  enterprise  search  tools, 
compared  to  59%  that  say  they  have  these 
implemented  today. 

68%  will  implement  virtual  work  spaces, 
compared  to  48%  that  say  they’re  using 
them  today. 
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for  National  Grid's  multiple  buyers 
with  multiple  technologies.  That's 


TATA 


National  Grid,  that  owns  and  operates  an  array  of  electricity  transmission  and  gas  distribution 
operations  across  the  UK,  wanted  to  sell  four  of  its  gas  distribution  networks.  Timely  delivery  of 
quality  data  was  the  most  crucial  aspect  of  the  separation  process.  As  one  of  the  world's  fastest 
growing  technology  and  business  solutions  providers,  Tata  Consultancy  Services  (TCS)  managed 
this  complex  data  migration  process  by  adapting  to  the  varied  technology  landscape  and 
extraction  schedule  of  each  buyer.  TCS  also  worked  with  other  vendors  and  built  a  common 
migration  platform  which  reduced  costs  and  simplified  the  process.  And  of  course,  enabled 
National  Grid  to  experience  certainty. 


TATA  CONSULTANCY  SERVICES 

Experience  certainty. 

IT  Services  Business  Solutions  Outsourcing 


To  learn  how  your  business  can  experience  certainty,  visit  www.tcs.com 


solid  state  reliability 


AMSUNG 

FlashSSD 


Samsung  Solid  State  Drive 

A  new-generation  Flash  drive  available 
in  notebooks  from  leading  OEMs. 


endurance  (MTBF1)  >  over  2  million  hours 


shock  resistance 

>  1500G  /  0.5ms 

read  speed 

>  100MB  /  sec 

write  speed 

>  80MB  /  Sec 

active  power  consumption  <  0.5W 

system  boot  speed2 

<  24  sec 

operating  temperature 

-25C  ~  85C 

l _ ; _ 

_ J 

Introducing  the  new  Samsung  Flash  Solid  State  Drive  (SSD). 

No  moving  parts,  except  some  hardworking  electrons.  A  mean  time 
between  failures  (MTBF)  six  times  longer  than  a  hard  drive.  Virtually 
unlimited  shock  resistance.  And  power  use  that  extends  battery  life 
up  to  20%.  With  a  Samsung  SSD  inside  your  notebook,  your  data  is 
always  there  when  you  need  it. 

www.samsungssd.com 


’Mean  Time  between  Failure 


2HP  NX9420,  XP  Pro,  Core  Duo  Processor  2.0Ghz,  512MB  RAM,  ICH  7,  i945  Chipset 
©  2007  Samsung.  All  rights  reserved. 
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On-demand 
applications  like 
Salesforce.com 
have  many 
advantages,  but 
can  they  integrate 
easily  with  your 
other  core  apps? 
Results  still  vary. 


CRM’s  Integration  Blues 

BY  GALEN  GRUMAN 

CRM  |  Software  as  a  service  (SaaS)  has  gone  beyond  the  realm  of  rogue  deployments,  and 
CRM  software— most  notably  Salesforce.com— has  led  the  way  through  the  enterprise  front 
door.  IT  pros  have  learned  plenty  about  the  pros  and  cons  of  on-demand  CRM.  Among  the 
lingering  concerns:  Can  you  make  Salesforce.com  and  other  on-demand  CRM  apps  play 
nicely  with  your  ERP  and  other  core  systems?  How  much  work  and  what  arrangements 
will  this  integration  require?  Results  still  vary. 

Calvin  Do,  CIO  of  color  equipment  manufacturer  EFI,  knows  firsthand  the  limits  of 
SaaS  integration  to  enterprise  processes.  For  example,  he’s  discovered  that  SaaS  pro¬ 
viders  don’t  typically  support  single  sign-on,  an  obvious  enterprise  need.  And  they 
often  don’t  support  APIs  of  other  enterprise  applications,  at  least  not  out  of  the  box.  For 
example,  connecting  Salesforce.com  to  Oracle  and  SAP  applications  requires  buying 
additional  connector  software  or  creating  your  own  connectors  via  Web  services.  The 
limited  cross-vendor  integration  is  why  Do  initially  restricted  his  SaaS  deployments  of 
Salesforce.com  and  talent  management  application  SuccessFactors  to  department-level 
applications.  (He  later  added  an  enterprisewide  deployment.)  In  the  department-level 
applications,  integration  is  handled  at  the  data-exchange  level  and  via  simple  API  calls 
to  trigger,  for  example,  a  data  upload  and  the  related  process. 

The  trick:  Don’t  let  on-demand  CRM’s  advantages  blind  you.  Enterprises  must  carefully 


ILLUSTRATION  BY  ANASTASIA  VASILAKIS 
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consider  the  scope  of  their  on-demand 
CRM  goals  and  whether  potential  soft¬ 
ware  has  the  integration  capabilities  to  fit 
with  the  larger  software  portfolio. 

“You  can’t  simply  outsource  CRM. 
It  will  ultimately  need  to  integrate  into 
your  people,  processes  and  technology,” 
says  Isher  Kaila,  research  director  for 
CRM  at  Gartner.  “Only  a  minority  of 
implementations  out  there  have  gotten 
this  [trade-off]  right,”  he  adds. 

Where  On-Demand  Works 

A  primary  advantage  of  on-demand  CRM 
continues  to  be  that  IT  needs  to  expend 
little  effort  to  deploy,  maintain  or  integrate 
the  application.  Typically,  the  vendor  does 
most  of  the  work  at  its  site:  maintaining 
the  code  base,  managing  the  servers,  han¬ 
dling  security  and  ensuring  availability. 
This  reduced  effort  also  means  busi¬ 
ness  units  don’t  have  to  wait  long  to  get 
the  CRM  functionality  in  place.  That’s  a 
powerful  incentive  for  many  CIOs  trying 
to  satisfy  backlogs  of  user  demands. 

Still,  on-demand  CRM  software 
doesn’t  work  for  everyone  since  it  can¬ 
not  be  customized  for  complex  business 
processes,  says  Gartner’s  Kaila.  (It  can  be 
configured,  of  course,  within  the  bounds 
set  by  the  vendor.)  Furthermore,  on- 
demand  CRM  software  is  typically  less 
capable  than  self-hosted  applications, 
even  when  both  come  from  the  same 
vendor,  Kaila  notes. 

And  CIOs  should  note  that  although 
Salesforce.com,  NetSuite  CRM,  and 
SugarCRM  use  the  CRM  label,  their 
functionality  focuses  on  the  sales-force 
automation  capabilities  such  as  contact 
management  and  sales  tracking,  a  sub¬ 
set  of  CRM  functions.  Other  applications 
hosted  in-house  tend  to  do  the  heavy  lift¬ 
ing  of  transaction  management. 

For  many  CIOs,  that’s  a  good  thing. 

For  example,  E-LOAN  realized  that 
its  mortgage  loan  transaction  manage¬ 
ment  system  was  highly  efficient,  track¬ 
ing  all  the  details  of  each  customer.  But 
the  roughly  150  mortgage  loan  officers 
needed  a  framework  for  providing  pro¬ 


active  loan  status  updates  to  customers, 
recalls  CIO  Jay  Shah.  So  Shah  deployed 
Salesforce.com  as  the  online  lender’s 
“communications  system  of  record,” 
using  straightforward  data  feeds  from 
the  transaction  system  to  Salesforce 
.com  to  keep  all  customer  contact  records 
updated.  No  programming  was  required 
in  Salesforce.com,  just  configuration  to 
pipe  data  updates  from  the  loan  transac¬ 
tion  system  to  Salesforce.com. 

Loan  agents  could  now  have  a  cus¬ 
tomer’s  current  loan  status  available  in 
the  same  application  they  used  to  get 
the  customer’s  contact  information  and 
display  their  calendars.  Also,  E-LOAN 
could  now  create  business  rules  within 
Salesforce.com  to  alert  loan  agents  when 
deadlines  were  nearing.  Even  better  for 
Shah,  those  rules  could  be  written  by 
business  analysts  so  IT  staff  could  work 
on  other  projects. 

At  emergency  medicine  manage¬ 
ment  firm  The  Schumacher  Group, 
Salesforce.com  is  also  integrated  with 
other  software  through  data  exchange. 
But  in  Schumacher’s  case,  Salesforce 
.com  is  the  primary  source  of  data  rather 
than  a  consumer  of  it,  notes  CIO  Doug 
Menefee.  Placement  staff  members  use  it 
to  track  physicians  and  other  healthcare 
providers’  contact  information  and  avail¬ 
ability,  as  well  as  information  on  candi¬ 
dates  they’re  trying  to  recruit.  The  hiring 
and  assignment  data  are  then  uploaded 
nightly  to  an  SQL  database  that  the 
company’s  Oracle  PeopleSoft  resource 
management  software  uses  to  validate 
contractors’  licenses,  insurance  coverage 
and  specialties. 

As  these  two  deployments  show,  inte¬ 
gration  is  easiest  if  the  SaaS  application 
can  do  its  job  alone,  then  batch-update 
other  systems  with  its  results. 

Calling  All  Core  Apps 

Although  integration  solely  via  API  is 
easy,  this  approach  limits  the  ability  to 
integrate  SaaS  applications  into  broader 
enterprise  processes.  And  as  on-demand 
CRM  applications  do  interact  with  core 


On-demand 
applications 
will  garner 
an  expected 
of  CRM 
sales  in  2007. 

SOURCE:  Gartner 


systems,  the  integration  issue  will  be 
harder  to  avoid,  notes  Chris  Barbin,  CEO 
of  the  SaaS  consultancy  Appirio. 

He  sees  CIOs  now  beginning  to  real¬ 
ize  this:  “A  lot  of  existing  Salesforce 
.com  customers  are  looking  to  migrate 
off  Siebel,  Clarify  and  Vantive,”  Barbin 
says,  turning  from  using  Salesforce.com 
as  a  contact  manager  and  sales  report¬ 
ing  tool  to  using  it  as  an  extension  of  the 
core  enterprise  apps.  “That’s  a  big  issue 
because  now  you  have  to  integrate  Sales- 
force.com  into  your  financial  system  and 
your  master  customer  data,”  he  says. 

Integration  limits  in  an  on-demand 
CRM  app  can  truly  hinder  your  options. 
Research  firm  Common  Sense  Advisory 
found  this  out  the  hard  way:  It  licensed 
Salesforce.com’s  professional  edition  and 
later  wanted  to  integrate  it  with  Constant 
Contact,  QuickBooks  and  MySQL.  “We 
called  customer  support  about  the  API, 
which,  it  turns  out,  is  available  only  with 
the  Enterprise  or  Unlimited  (Salesforce 
.com)  editions,”  says  Don  DePalma, 
president  of  the  firm.  And  those  editions 
cost  $1,500  to  $2,400  per  user  per  year, 
compared  to  the  roughly  $700  that  Com¬ 
mon  Sense  had  been  paying.  He  ended 
up  dropping  Salesforce.com. 

On  the  other  hand,  where  SaaS  appli- 


All  About  CRM 


For  more  background  and  advice,  see 

ABC:  AN  INTRODUCTION  TO  CRM  at 
www.cio.com/article/40295. 

cio.com 
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Staffing  Services  ...which  is  why  we  are  committed  to  bringing  you  innovation. 

Team  Services  expertise,  and  the  nation's  best  talent. 

Component  Services 

Workforce  Management  Services  TEKsystems®  is  proud  to  have  earned  a  reputation  for  offering 

unparalleled  technology  expertise.  In  fact,  as  a  leading 
technology  services  company,  our  commitment  to  creating 
and  upholding  the  highest  standards  is  only  exceeded  by 
our  passion  to  satisfy  customers  through  superior  service. 

Deploying  expertise  with  the  right  skills  and  methodology 
to  manage  complex  technology  implementations  is  our 
primary  goal.  We  constantly  challenge  ourselves  to  build 
upon  our  robust  portfolio  of  services,  and  deliver  top-tier  talent 
capable  of  implementing  virtually  any  form  of  technology. 

Visit  us  at  www.teksystems.com  for  more  information, 
or  call  888-835-7978  to  arrange  to  meet  with  an  account 
manager. 


TEK 


people  you  can  trust,  results  you  can  count  on 


systems 


TEKsystems,  Inc.  is  an  Allegis  Group,  Inc.  company.  Copyright  ©  2007  All  rights  reserved. 


“I  am  fearless. 

I  lead  information  security  for 
a  major  financial  institution. 


I  protect  customer  assets 
as  if  they  were  my  own. 


I  manage  risk  and  never  let 
risk  manage  me. 

I  am  building  our  future. 

I  own  our  reputation. 

I  am  fearless.” 


When  it  comes  to  security,  most  businesses  understand  what  it  means  to  fail.  But  few  can 
imagine  what  it  would  mean  to  succeed.  RSA’s  information-centric  security  solutions  can  move 
your  business  forward.  That’s  why  we’re  the  chosen  security  partner  of  more  than  90  percent 
of  the  Fortune  500.  Don’t  just  secure  your  business.  Accelerate  it.  Download  the  Information 


Risk  Management  for  Financial  Services  whitepaper  at  www.rsa.com/go/climb 


The  Security  Division  of  EMC 


Secure  Anytime  Protect  Secure  Manage  Compliance 

Anywhere  Access  Customer  Identities  Enterprise  Data  and  Security  Information 


©2007  RSA  Security  Inc.  All  rights  reserved.  RSA  and  the  RSA  logo  are  either  registered  trademarks  or  trademarks  of  RSA  Security  Inc.  in  the  United  States  and/or  other  countries. 

All  other  products  and  services  mentioned  are  trademarks  of  their  respective  companies. 
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Fear  less.  Do  more 


“SaaS  forces  you  to  be  disciplined; 
you  have  to  use  the  APIs  to  do  your 
integration.” 

-  Calvin  Do,  CIO,  color  equipment  manufacturer  EFI 


cations  are  accessible  via  their  own 
APIs,  the  fact  that  SaaS  applications  are 
unchangeable  benefits  IT,  notes  EFI’s 
Do.  It’s  harder  to  do  in-house  hacks  that 
later  complicate  maintenance,  upgrades 
and  support.  “SaaS  forces  you  to  be  dis¬ 
ciplined;  you  have  to  use  the  APIs  to  do 
your  integration,”  he  says. 

Dan  Tabori,  executive  VP  of  business 
operations  at  Prudential  Locations  in 
Hawaii,  has  taken  advantage  of  the  APIs 
in  NetSuite  CRM  to  integrate  it  with  his 
real  estate  brokerage’s  financial  systems 
and  customer  Web  portal.  “Three  years 
ago,  we  realized  we  needed  to  centralize 
all  client  data,  not  just  property  data,” 
says  Tabori,  whose  duties  include  the 
CIO  role.  Tabori  wanted  more  than  a 
contact  manager;  he  wanted  a  portal 
that  agents  could  use  for  managing 
both  their  clients  and  transactions. 

The  firm  uses  Fidelity  National 
Real  Estate  Solutions’  DPN  software 
for  the  financial  transactions,  and  a 
homegrown  Web  portal  to  help  clients 
search  for  homes.  To  make  all  three 
applications  work  together,  Tabori’s 
IT  staff  uses  NetSuite’s  APIs  to  invoke 
tasks  within  the  CRM  software,  such  as 
sending  an  e-mail  survey  to  a  customer 
once  a  transaction  has  occurred  in 
DPN.  He  also  uses  the  APIs  to  request 
tasks  of  other  applications,  such  as  reg¬ 
istering  a  new  client  within  the  Web 
portal.  For  the  other  two  applications, 
Prudential  Locations  uses  a  combina¬ 
tion  of  Web  services  and  JavaScripts  to 
access  particular  functions. 

Web  Services  Prove  Key 


situation  about  three  years  ago,  Web 
services  APIs  are  now  common  in 
current  versions  of  both  traditional 
and  on-demand  applications.  Web 
services-based  APIs  provide  a  com¬ 
mon  framework  for  accessing  vari¬ 
ous  applications’  capabilities,  which 
makes  integration  easier  for  IT  devel¬ 
opers.  The  use  of  Web  services  also 
discourages  the  use  of  custom  code 
that  requires  ongoing  maintenance 
once  deployed.  But  not  all  functions 
are  exposed  as  Web  services,  so  it 
can  be  harder,  or  even  impossible,  to 
integrate  with  some  functions  in  your 
legacy  applications. 

The  reliance  on  Web  services  does 
require  a  different  kind  of  developer 
than  many  IT  shops  have,  says  Schu¬ 
macher’s  Menefee.  That’s  why  he 
maintains  two  development  staffs:  one 
that’s  experienced  with  custom  code 
to  handle  the  traditional  applications, 
and  one  that’s  experienced  with  Web 
services  to  handle  modern  applications 
and  SaaS  applications.  But  he  mixes  up 
their  work  to  ensure  that  developers 
can  work  with  both  types  of  applica¬ 
tions  since  they’ll  coexist  for  years. 

The  key  to  successful  use  of  on- 
demand  CRM  is  understanding  the 
integration  needs  up  front  at  the 
business  process,  technology  infra¬ 
structure  and  application  portfolio 
levels,  says  Tina  Phillips,  a  principal 
at  Deloitte  Consulting.  Only  then  can 
you  tell  if  it’s  the  right  technology  for 
sales-force  automation.  “Unfortu¬ 
nately  customers  still  typically  see  it 
as  a  Band-Aid.”  GE1 


Information  Risk 
Management 

More  than  ever  before,  security 
has  the  power  to  impact  reputation 
and  results.  RSA’s  solution  for 
Information  Risk  Management 
improves  business  performance, 
advances  customer  relationships 
and  lifts  barriers  to  growth.  Our 
comprehensive  approach  manages 
information  risk  across  the  enter¬ 
prise,  positioning  your  institution  to 
respond  to  swiftly  changing  market 
needs  with  flexibility  and  ease. 

RSA  can  help  your  organization: 

•  Discover  and  classify  critical 
information 

•  Secure  information  wherever 
it  resides 

•  Manage  fraud,  data  leakage 
and  insider  threat 

•  Control  and  monitor  access 
to  information 

•  Increase  customer  confidence, 
loyalty  and  value 

Learn  to  fear  less  and  do  more. 
Download  the 

Information  Risk  Management 
for  Financial  Services 
whitepaper  at 
www.rsa.com/go/climb 


Most  CIOs  who  deploy  on-demand 
CRM  should  expect  to  use  Web  ser¬ 
vices  as  the  primary  integration  mech¬ 
anism  across  applications.  Unlike  the 
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Susan  Gramm 


EXECUTIVE  COACH 


Conquering  Indecision 

Make  better  and  faster  decisions  by  changing  your  approach  to  the  process 


You  threw  what  you  thought  was  a  pebble  into 
a  pond  and  created  ripples  that  have  your  con¬ 
ference  rooms  awash  in  disagreements,  debates 
and  dissension.  The  new  strategy  seemed  simple 
enough:  transition  to  a  common  system  across  all  operating 
units  in  order  to  enhance  supply  chain  performance.  The  deci¬ 
sion  process  to  select  the  common  system  was  pretty  straight¬ 
forward,  but  now  everyone’s  lobbying  for  functionality  and 
schedule  change  that  are  putting  the  overall  initiative  at  risk. 

Decision  making  in  IT  is  pretty  messy.  By  definition, 
integration  and  standardization  are  at  odds  with  quick,  cus¬ 
tomized  delivery.  As  a  result,  in  most  organizations  the  enter¬ 
prise’s  interests  take  a  backseat  to  the  more  immediate  need  to 
improve  business  alignment  and  partnership.  Within  IT,  this 
conflict  is  internalized,  and  conference  rooms  and  offices  are 
filled  with  well-intentioned  applications,  architecture  and  infra¬ 
structure  professionals  questioning  each  other’s  motives. 

In  the  heat  of  the  battle,  there’s  little  that  can  be  done  other 
than  to  ensure  that  the  meetings  are  productive  and  the  right 
decisions  are  made.  In  his  2006  Harvard  Business  Review 
article  “Conquering  a  Culture  of  Indecision,”  business  strat¬ 
egy  expert  Ram  Charan  identifies  behaviors  that  help  ensure 
decisive  dialogues: 

■  Close  meetings  by  articulating  who  will  do  what  by  when 
and  require  attendees  to  communicate  the  decisions  to  their 
organizations  within  24  hours. 

■  Arrange  for  the  right  people  to  be  involved  and  promote 
open  discussion  by  generating  alternatives  and  assigning 
devil’s  advocates  to  say  what  others  may  be  thinking. 

■  Ensure  leadership  is  present  to  squelch  dysfunctional 
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Video  games  are  selling  ad  space;  production  studios  are 
releasing  content  via  broadband  providers;  P2P  networks  are 
disrupting  top-down  distribution.  Across  the  board,  technology 
and  media  are  rapidly  merging,  altering  revenue  models  along 
the  way.  Marsh's  Communications,  Media  &  Technology  Practice 
offers  a  holistic  view  of  the  critical  operational  and  financial  risks 
facing  companies,  and  helps  them  find  opportunities  in  the 
new-media  space.  The  upside?  A  business  model  positioned  for 
future  growth.  To  learn  more,  visit  findtheupside.com/cmt 
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New  Flexible  Computing  Solutions: 

Centralized  Control 

o  ecurity 
and  Image  Management 


usinesses  today  are  faced  with  more  complex 
challenges  than  ever  before.  Managing  and  sup¬ 
porting  a  more  distributed  workforce  has  intro¬ 
duced  increased  concern  around  data  security, 
compliance  and  disaster  recovery.  Costs  seem  to 
continually  rise  while  budgets  seem  to  keep  shrinking,  driv¬ 
ing  the  need  to  optimize  IT  resources  in  every  way  possible 
without  compromising  end-user  or  business  productivity. 

Organizations  from  large  enterprises  to  small  school 
districts  have  begun  to  address  these  challenges  with  innovative 
solutions  that  include  alternative  or  new  forms  of  computing. 
Many  alternative  computing  options  can  help  address  business 
challenges  by  centralizing  IT  data  control  and  image  manage¬ 
ment,  allowing  for  tight  data  security,  easy  image  management 
and  easily  met  regulatory  compliance. 

Although  some  alternative  computing  models,  like  thin 
computing,  have  been  around  for  a 
while,  not  all  have  been  completely  suc¬ 
cessful  in  delivering  true  benefits.  This 
may  be  partially  due  to  the  fact  that  the 
benefit  is  somewhat  imbalanced  - 
focused  more  on  IT  control  than  on 
end-user  experience,  or  due  to  the  fact 
that  implementing  an  alternative  com¬ 
puting  infrastructure  can  be  complete¬ 
ly  daunting,  not  to  mention  difficult. 

Organizations  must  perform  a 
comprehensive  assessment  of  their 
existing  infrastructure,  which  can  be 
costly  and  time-consuming.  Only  then 
can  they  determine  which  compo¬ 
nents  in  their  infrastructure  must  be 
changed  or  deployed.  Deployment 
often  requires  piecing  together  com¬ 
ponents  from  multiple  vendors.  Many 
organizations  are  naturally  overloaded 
by  managing  a  wide  array  of  hardware 
and  software  components,  as  well  as 
the  complexity  of  working  with  multi¬ 
ple  vendors  and  dozens  of  contracts 
for  service  and  support. 


Flexible  Computing  is  the  Answer 

Developed  around  unique  customer  needs,  Dell’s  Flexible 
Computing  Solution,  On-Demand  Desktop  Streaming,  addresses 
these  customer  challenges,  without  creating  new  ones  for  IT. 
On-Demand  Desktop  Streaming  is  an  integrated  end-to-end 
solution  that  can  help  streamline  an  organizations  computing 
environment. 

Dell  helps  simplify  IT  with  tailored  solutions  and  a  single 
source  for  all  computing  needs,  including  hardware,  software 
and  expert  guidance  for  assessing,  designing  and  deploying 
the  Dell  computing  infrastructures.  With  Dell  pulling  it  all 
together,  organizations  can  experience  reliability,  given  that 
the  client,  server,  network  and  software  have  all  been  tested 
together  and  validated  by  Dell.  And  Dell’s  uniquely  balanced 
approach  helps  provide  IT  administrators  with  the  centralized 
control  they  desire  without  compromising  business  productivity 

or  the  end  user  experience. 

Today,  Dell’s  initial  Flexible 
Computing  Solution,  On-Demand 
Desktop  Streaming,  supports  consoli¬ 
dated  computing  for  LAN-based 
users.  Eventually,  Flexible  Computing 
will  evolve  to  support  and  accommo¬ 
date  users  on  any  device,  anywhere 
they  might  be. 

Dell  makes  moving  to  a  new  and 
more  centralized  computing  model 
less  daunting  and  easier  to  manage  for 
organizations  of  all  types  -  from  large 
enterprises  to  schools,  healthcare  and 
government  agencies. 

Several  Components  - 
One  Source 

Dell’s  On-Demand  Desktop  Streaming 
provides  IT  centralized  control  of  data 
and  image  management  for  LAN- 
based  users  via  operating  system, 
application  and  virtual  disk  streaming. 
On-Demand  Desktop  Streaming  uti¬ 
lizes  diskless  PCs  in  conjunction  with 
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A  Full  Range  of  Tested  and 
Validated  Components 


Storage:  Dell  PowerEdge  2900  NAS 

Clients:  Diskless  Dell  OptiPlex  745 
or  Dell  OptiPlex  755* 

Servers:  Dell  PowerEdge  2950  Server 

Networking/Switch:  Dell  PowerConnect 
Gigabit  Switch 

Software:  Citrix®  Provisioning 
Server  for  Desktops 

Services:  Dell  Professional 
Assessment,  Design  and  Deployment 

Support:  Single  Point  of  Contact,  via 
single  toll-free  number,  for  Complete 
Solution  Support 
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server-based  software.  A  complete  disk  image 
is  streamed  to  the  PC,  so  users  perform  their 
typical  operations  while  all  data  is  securely 
written  to  the  server  storage  location  instead 
of  on  their  local  hard  drive. 

The  solution  is  comprised  of  several 
key  IT  infrastructure  components:  Dell’s 
PowerEdge™  2950  server  and  diskless  OptiPlex™ 
745  and  OptiPlex™  755*  desktops,  Dell’s 
PowerEdge™  2900  NAS  for  additional  storage, 
PowerConnect™  Gigabit  switch,  Citrix  Desktop 
Server  software  and  Dell  Assessment,  Design 
and  Deployment  Services  -  all  provided  through 
one  source. 

Broadcom,  a  global  leader  in  semiconduc¬ 
tors  for  wired  and  wireless  communications, 
increases  network  bandwidth  and  helps  to 
provide  secure  and  reliable  connectivity  for 
Dell’s  Ethernet-based  On-Demand  Desktop 
Streaming  Solution.  As  an  industry  Ethernet 
leader,  Broadcom  provides  state-of-the-art 
networking  solutions  for  Dell  servers,  desktops 
and  notebooks.  Broadcom’s  NetXtreme®  and 
NetXtreme  II  Gigabit  Ethernet  solutions  help 
simplify  network  management  and  are  designed 
to  increase  flexibility,  optimize  server  efficiency 
and  improve  application  performance. 

The  solution’s  adaptable  and  flexible 
architecture  meets  the  needs  of  various  users 
and  provides  an  optimal  end-user  experience, 
since  CPU  and  graphics  processing  remain  on 
the  client.  Image  management  and  software 
updating  can  become  more  streamlined,  lead¬ 
ing  to  easier  overall  image  deployment  and 
management. 

“If  you’re  trying  to  standardize  your  IT 
infrastructure,  Dell  can  facilitate  it  across  the 
board  in  a  way  that  I  don’t  think  any  other 
company  can  match,”  according  to  Lee 
Steinsdoerfer,  technology  director,  Zion-Benton 
Township  High  School,  which  deployed  the 
Flexible  Computing  Solution.  “When  you  put 
the  whole  package  together,  Dell  is  very  hard  to 
beat.”  (See  Standardized  IT  Infrastructure 
Solution  Increases  Productivity,  Simplifies 
Image  Management)  ❖ 

For  more  information  on  Dell  Flexible 
Computing  Solutions,  please  visit 
www.dell.com/flexcomputing 
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Standardized  IT  Infrastructure  Solution 
Increases  Productivity, 
Simplifies  Image  Management 


While  not  a  large  enterprise,  Zion-Benton  Township  High  School,  located  on  Lake 
Michigan  near  Chicago,  counts  on  technology  in  its  business  productivity  lab, 
library  and  administrative  office  to  help  educate  its  2,600  students. 

Facing  the  same  challenges  as  any  business,  updating  the  high  school’s  stan¬ 
dard  software  image  had  become  labor-intensive  and  time-consuming.  The 
school’s  heterogeneous  IT  infrastructure  had  also  become  difficult  to  manage, 

limiting  its  ability  to 
adopt  new  applications 
and  taking  time  away 
from  other  IT  tasks. 

“We  were  using  many 
different  suppliers  of 
desktops  and  servers. 
Staying  current  on  all 
those  systems  took  a  lot 
of  our  time,”  says  Lee 
Steinsdoerfer,  technology 
director  at  Zion-Benton. 
“If  we  standardized  on  a 
smaller  number  of  ven¬ 
dors,  our  training  needs 
would  be  reduced  and  our 
IT  staff  would  be  more  productive.  That  would  reduce  overall  costs.” 

To  provide  a  consistent  user  experience,  help  increase  efficiency  and  improve 
manageability,  the  district  decided  to  standardize  on  a  single  vendor  and 
streamline  the  client  PC  imaging  process.  “Standardizing  on  Dell  has  enabled  us 
to  do  that,  Steinsdoerfer  says.  “And  from  the  perspective  of  ongoing  mainte¬ 
nance,  we  now  have  a  single  point  of  contact  where  we  can  get  answers  fast.” 

Zion-Benton  Township  High  School  deployed  Dell’s  Flexible  Computing  Solution 
for  On-Demand  Desktop  Streaming  to  simplify  image  management.  It  also 
deployed  Dell  OptiPlex™  desktop  computers,  with  85  percent  utilized  as  On- 
Demand  Desktop  Streaming  clients.  Dell  PowerEdge™  servers  host  the  Citrix  Desktop 
Streaming  software.  Dell  PowerConnect™  switches  link  the  servers  to  the  clients. 

At  Zion-Benton,  the  biggest  IT  productivity  boost  has  come  from  eliminating 
the  need  to  manually  image  desktop  PCs.  “What  used  to  take  five  weeks,  now 
takes  just  one  day,”  Steinsdoerfer  reports. 

By  automatically  refreshing  the  client  images  for  each  new  school  year  with 
Dell’s  Desktop  Streaming  Solution,  Zion-Benton  now  saves  approximately  five 
weeks  of  work.  IT  can  respond  more  quickly  to  teacher  requests  for  new  applica¬ 
tions  and  updates  throughout  the  year,  and  students  and  teachers  receive  a  con¬ 
sistent  user  experience  no  matter  which  computer  they  use.  The  infrastructure  is 
less  time-consuming  to  manage,  freeing  IT  staff  to  focus  on  more  strategic  tasks. 


Susan  Cramm  executive  coach 


behaviors  including  extortion  (holding  the  group  at  ransom 
until  they  get  their  way),  sidetracking  (going  off  on  tangents), 
silent  lying  (not  expressing  true  opinions)  and  dividing  (creat¬ 
ing  breaches  by  soliciting  support  outside  of  the  meetings  or 
having  sideline  discussion  during  the  meetings). 

With  a  little  reflection,  it’s  possible  for  CIOs  to  avoid  acri¬ 
mony  by  identifying  strategic  initiatives  that  require  changes 
in  traditional  approaches  to  decision  making.  IT  leaders  can 
also  identify  decisions  that  could  be  made  better  and  faster  with 
more  direction  from  above. 

Consider  the  “pebble.”  Viewed  from  a  decision-making  per¬ 
spective,  it  was  actually  an  imposing  rock.  It  required  a  signifi¬ 
cant  shift  in  decision  authority  from  the  operating  units  to  the 
enterprise.  Conflicts  arose  since  the  operating  units  assumed 
their  authority  had  not  changed,  while  those  coordinating  the 
initiative  at  the  enterprise  level  assumed  rights  that  they  viewed 
as  critical  to  getting  their  job  done. 

To  avoid  this  problem,  examine  your  strategic  and  operating 
plans  to  understand  their  impact  on  decision  making  across  the 
organization.  Require  those  coordinating  these  initiatives  to 
include  redefinition  of  decision  rights  as  part  of  the  plan.  Define 
decision  authorities  by  identifying  key  resolutions  and  using 
frameworks  to  ensure  all  parties  understand  their  role  and  who 
the  ultimate  decision  makers  are. 

At  the  same  time,  some  decisions  made  at  lower  levels  of 
the  organization  take  too  long  or  are  just  wrong.  A  classic  IT 
example  involves  standards  selection.  At  lower  levels  of  the 
organization,  “out  of  standard”  products  creep  in  over  time  for 
reasons  that  are  good  in  the  micro  but  not  in  the  macro. 

IT  leaders  can  protect  their  enterprise’s  longer-term  interests 
by  setting  boundary  rules.  An  example  is  the  rule  that,  when 
it  comes  to  standards,  “no  more  than  two  flavors  of  any  type  of 
hardware/software  can  exist  at  any  point  in  time.”  Boundary 
rules  encourage  responsible  decision  making  by  restricting 
decision  authority;  they  also  allow  for  well-reasoned  exceptions 
by  escalating  the  decision  to  higher  levels. 

There  are  many  types  of  IT  boundary  rules.  These  include 
those  related  to  strategic  focus  (“all  new  investments  must 
benefit  the  external  customer”),  investment  levels  (“IT  fund¬ 
ing  changes  will  not  negatively  impact  company  margins”), 
business  needs  (“success  will  be  gauged  based  on  end  user 
acceptance”),  infrastructure  (“all  improvements  require  busi¬ 
ness  cases”),  projects  (“plan  for  six  months,  cancel  at  nine”),  risk 
(“we  will  set  controls  in  compliance  with...”)  and  sourcing  (“all 
the  best  work  will  be  done  by  our  own  employees”). 

It’s  impossible  for  leaders  to  be  involved  with  every  deci¬ 
sion.  Yet  given  that  they  are  accountable  for  the  outcomes,  it  is 
essential  that  decisions  be  made  well.  Sorting  out  priorities  and 
authorities  can  help  decisions  get  made  in  a  way  that  enhances 
the  relationships  of  those  who  need  to  work  closely  together  to 
get  the  job  done. 


Reader  Q&A 

Q:  I  have  been  in  meetings  where  top  managers  push 
for  their  way  while  not  meeting  the  project’s  needs. 
There  is  no  senior  leadership  to  squelch  this  behavior.  I 
try  to  push  for  centralized  business  objectives.  Is  this  a 
good  idea  or  do  I  risk  offending  my  peers? 

A:  Identifying  overarching  objectives  to  use  in  evaluat¬ 
ing  the  options  is  a  good  idea.  However,  you  may  find 
that  in  the  heat  of  the  meeting,  there  is  little  tolerance 
for  rational  decision  making.  You  may  want  to  get^^H 
ment  about  how  decisions  are  made  (incluJHHiecision 
rights  using  RACI  or  a  sifliij&r  framework)  and  the  ggeci- 
sion  process  before  working  through  the  issue  at  hand. 

Q:  You  mention  the  withholding  of  true  opinions  as  an 
issue  in  meetings.  How  can  a  leader  get  others  to  voice 
their  real  thoughts  in  front  of  the  group? 

A:  Understand  that  some  people  j§£ed  time  to  process 
information  before  coming  to  a  concluHpn.  If  possible, 
schedule  the  discussion  and  decision-making  meetings 
separately  o||f|stribute  review  materialtH  advance. 
Consider  assigning  a  devil’s  ad\|pcate  to  play  the  con¬ 
trarian.  It’s  a  great  role  to  assign  to  those  who  are  quiet 
but  see  things  in  a  different  light.  Make  it  easy  for  people 
by  asking  questions  thaf|S|ke  it  sjltt  for  them  to  share 
their  views  (for  example,  are  we  missing?”).  Give 

them  time  to  respond.  Finally,  institute  a  cultural  norm 
that  “silence  is  concurrence”  to  encourage  people  to  go 
on  record,  and  “debate  and  unite”  to  reinforce  the  impor¬ 
tance  of  active  debate  and  united  action. 


Have  a  Leadership  Question? 


For  more  reader  QUESTIONS  and 
answers  from  SUSAN  CRAMM, 
go  online  to  www.cio.com/ 


author/102853. 
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Q:  We  hold  meet¬ 
ings  via  telecon¬ 
ference.  How  can 
we  improve  our 
decision  making? 

A:  Well-defined 

decision  rights  and  processes  are  needed  when  working 
at  a  distance.  Agree  with  the  team  on  how  decisions  will 
be  made.  For  complex  decisions,  a  decision  facilitator 
can  ensure  the  right  level  of  fact-finding  and  discussion 
using  e-mail  chains  and  blogs  before  a  meeting.  A  Web 
conference  tool  can  ensure  discussions  are  moderated 
and  differences  resolved  quickly.  QQ 


Susan  Cramm  is  founder  and  president  of 
Valuedance,  an  executive  coaching  firm  in 
San  Clemente,  Calif.  You  can  e-mail  feed¬ 
back  to  s  usan@valuedance.com. 
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Michael  Schrage  it  s  all  about  THE  execution 


The  People  Thing 

Enhancing  human  performance  now  appears  to  be  even  more  important  to  CEOs 
and  CIOs  than  automating  business  processes.  But  are  they  executing? 


At  Microsoft’s  CEO  Summit  this  May,  Bill  Gates 
took  a  few  moments  to  talk  about  time  man¬ 
agement.  He  noted  that,  somehow,  his  calen¬ 
dar  seemed  to  be  filled  with  commitments 
that— upon  reflection— only  seemed  like  a  good  idea  at  the 
time.  In  retrospect,  he  had  been  foolish  to  make  them. 

Things  changed  for  the  better,  he  said,  when  he  began 
sharing  his  calendar  with  his  colleague— and  now  Microsoft 
CEO— Steve  Ballmer.  “Steve  would  ask  me  why  I  would  want 
to  schedule  that  and  I  would  look  at  his  calendar  to  review 
what  he  was  spending  time  on,”  Gates  recalled.  This  peer 
review,  he  observed,  made  both  of  them  more  efficient,  more 
effective  and  more  collaborative  time  managers. 

This  struck  me  as  a  singularly  intriguing  way  for  a  pair  of 
colleagues  to  challenge  and  get  more  value  from  each  other. 
How  many  C-suite  executives  have  the  kind  of  relationships 
where  they  can  do  a  peer  review  of  each  other’s  calendars? 
How  much  more  value  could  be  gained  by  this  kind  of  reality 
check  on  intended  priorities  versus  actual  time  spent? 

This  vignette  resonates  well  with  a  theme  increasingly 
articulated  from  CEOs  worldwide.  For  decades,  CIOs  have 
sold  IT  as  an  investment  to  boost  the  strategic  and  operational 
competitiveness  of  their  firms.  That’s  a  good  thing.  With  Web 
2.0,  blogs,  wikis,  networked  CAD  and  VoIP,  IT’s  internal 
value  proposition  has  expanded  to  embrace  enhanced  com¬ 
munications  within  the  enterprise.  That’s  also  a  good  thing. 

But  listening  as  CEOs  talk  about  their  challenges  and 
priorities  reveals  subtle  but  significant  shifts  in  emphasis. 
Yes,  CEOs  are  concerned  about  global  competitiveness;  yes, 
they  want  improved  internal  communications.  However, 
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they  now  are  much  more  concerned  about  getting 
more  value  from  their  best  people.  They  even  seem 
more  motivated  to  get  better  results  from  their  “aver¬ 
age”  people.  In  short,  CEOs  seem  both  more  nervous 
and  more  ambitious  about  getting  greater  returns  from 
their  firms’  “human  capital”  portfolios.  Augmenting 
human  performance  now  appears  even  more  impor¬ 
tant  than  automating  business  process. 

But  are  executive  teams  following  through  on  these 
priorities  in  truly  meaningful  ways?  Comparing  these  stated 
priorities  with  what  CEOs  and  CIOs  actually  spend  their  time 
and  resources  on  reveals  a  disconnect. 

For  example,  the  CIO  of  a  global  bank  set  up  a  lovely  tech¬ 
nical  infrastructure  to  support  blogs  and  wikis  worldwide. 

The  professed  goal  was 


Time  Management  for  CIOs 


Find  out  WHAT  THE  BIGGEST  TIME 
KILLERS  ARE  and  what  to  do  about 
them  at  www.cio.com/article/ 
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to  make  the  firm’s  inter¬ 
nal  communications 
platform  more  vibrant, 
diverse  and  participa¬ 
tory.  The  bad  news?  The 
new  blogosphere/wiki- 
sphere  was  built  with  the  approval  of— but  with  no  guidance 
from— the  CEO  and  the  operating  executive  council.  Yes,  there 
are  individuals— and  individual  departments  and  projects— 


CIOs  need  to  focus  more  of  their 
attention  on  how  to  make  their 
customers  smarter  and  how  to 
give  their  internal  clients  tools 
and  training  to  make  them 
smarter  as  well. 


taking  healthy  advantage  of  this  resource.  But,  no,  there  is  no 
integrated  or  coherent  corporate  understanding  of  how  blogs 
and  wikis  should  transform  how  people  should  communicate 
or  collaborate  within  the  firm. 

Ironically,  his  C-level  peers  criticize  the  CIO  for  launching  the 
platform  before  they  were  “ready”  to  take  advantage  of  it.  The 
CEO  points  to  the  platform  as  “yet  another  way  our  organization 
is  empowering  our  people”  without  citing  any  best  practice  wor¬ 
thy  of  enterprise  emulation.  This  is  fake  empowerment.  Instead 
of  exercising  leadership  by  defining  what  kinds  of  benefits  he 
expected  to  gain  from  these  blogs  and  wikis,  the  CEO  jumped  on 
a  fad  and  got  wikis  for  the  sake  of  wikis,  which  is  rubbish.  The 
CIO  responded  by  saying,  sure,  I  can  build  that.  They  created 
capacity  without  understanding  the  underlying  value. 

It’s  time  for  a  new  kind  of  internal  audit.  CIOs  have  acquired 
great  expertise  in  IT  asset  management  and  articulating  how 
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the  firm  gets  good  returns  from  its  IT  portfolio  of  software 
and  systems.  Systems  to  support  the  human  capital  portfolio 
demand  comparable  treatment  from  IT.  CIOs  need  to  push 
their  people— and  their  C-level  colleagues— to  identify  what 
the  key  elements  are  in  the  firm’s  professional  development 
and  talent  management  portfolio  and  match  up  the  systems 
investments  with  the  people  ones. 

What  does  that  mean?  Professional  development  must  now 
be  explicitly  aligned  with  systems  development.  Two  weeks  of 
training  is  neither  synonymous  with  nor  the  sine  qua  non  of 
professional  development.  Teaching  you  how  to  use  Outlook 
or  set  up  a  wiki  or  create  e-mail  Listservs  is  not  the  same  as  you 
learning  how  to  use  them  effectively.  Not  to  be  too  cynical,  but 
training  is  how  IT  has  conveniently  (and  often  to  its  detriment) 
“outsourced”  its  investment  in  the  human  capital  of  its  users. 

Indeed,  many  CIOs  do  a  fantastic  job  of  investing  in  and 
developing  their  own  staff.  They  do  a  less  than  stellar— or  non¬ 
existent— job  of  investing  in  their  internal  clients  and  users. 
CIOs  need  to  focus  more  of  their  attention  on  how  to  make 
their  customers  smarter  and  how  to  give  their  internal  clients 
tools  and  training  to  make  them  smarter  as  well. 

Not  doing  so  is  bad  for  two  reasons:  The  first  is  the  obvi¬ 
ous  one— when  you  underinvest  in  your  users  and  custom¬ 
ers,  they  are  unable  to  get  the  value  they  need  and  you  want 


from  your  systems  investment;  the  second  reason  is  the  CEOs. 
CEOs— and  even  CFOs— now  grasp  that  one  cannot  divorce 
the  return  on  the  physical  or  virtual  asset  from  the  return  on 
the  human  asset.  Whether  CIOs  like  it  or  not,  the  systems, 
apps  and  platforms  they  build  and  procure  are  as  much  media 
for  human  capital  development  as  they  are  mechanisms  for 
global  competitiveness.  In  reality,  a  portion  of  their  global 
competitiveness  potential  is  a  function  of  how  well  people- 
as-people  utilize  that  asset.  That’s  professional  development 
as  human  capital  investment. 

Every  IT  proposal  of  note  should  come  with  a  human  capi¬ 
tal  impact  statement,  not  just  a  training  budget,  curriculum 
and  schedule  in  the  appendix.  Does  this  pose  an  added  burden 
on  an  already  overstressed  CIO?  Perhaps.  Does  this  better 
reflect  what  the  CEO  is  now  telling  his  direct  reports,  your 
colleagues,  your  company  and  your  investors?  Absolutely.  It’s 
time  to  coordinate  your  calendars  so  that  the  CEO’s  priorities 
are  better  embedded  in  your  own.  BE! 


Michael  Schrage  is  codirector  of  the  MIT  Media 
Lab's  eMarkets  Initiative.  He  can  be  reached  at 
schrage@media.mit.edu.  Want  to  comment  on 
this  article?  Go  to  the  online  version  at  www.cio 
.com/article/141750. 


You  have  to  stretch.  From  directing  your  company’s  IT  infrastructure  —  all  the  way  to 
contributing  to  its  business  goals.  You’re  the  one  pulled  between  two  worlds. 

Which  is  why  you’re  the  one  who  needs  Cognos.  We  are  the  experts  in  performance  management, 
delivering  a  single,  Web-based  SOA  platform  that  works  within  your  existing  infrastructure.  Unlike 
SAP  and  Oracle,  we  have  17  years  of  proven  performance  management  experience,  enabling 
organizations  like  yours  to  understand,  plan,  and  monitor  their  business.  And  with  over  23,000 
satisfied  customers  already,  we  can  put  success  within  your  reach. 

Proceed  with  confidence.™  To  find  out  more,  visit  www.cognos.com/bungee  today. 
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Running  out  of  power  in  your  datacenter?  We  can  help.  We're  Digital  Realty  Trust,  the  largest  owner  and  operator  of  datacenters  in  the  industry.  Based  on  the 
experience  we've  gained  building  hundreds  of  datacenters  worldwide,  we  can  deliver  facilities  ranging  from  move-in  ready  to  build-to-suit  with  the  power  to  meet 
your  current  and  future  requirements.  To  learn  more,  download  our  whitepaper,  "Powering  Your  Datacenter"  at  www.digitalrealtytrust.com/powerzapper 
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CIOs  say  they  want  more  than  the  traditional 
“your  mess  for  less”  relationship  with  their 


outsourcing  providers. 
And  the  providers  want 
to  market  themselves  as 
partners  in  innovation. 

So  why  isn’t  it  happening? 

BY  STEPHANIE  OVERBY 


John  Smith 


had  high  hopes  when  Sci¬ 
ence  Applications  International  Corp.  (SAIC)  took  over 
Entergy’s  IT.  Before  the  New  Orleans-based  utility  signed 
the  five-year,  $400  million  contract  in  2000,  SAIC’s  sales 
team  described  a  rosy  future  in  which  it  would  lower 
Entergy’s  IT  costs  and  improve  service  levels  on  everything 
from  application  development  and  maintenance  to  data 


center  management  to  desktop 
and  infrastructure  support.  And  more  than  that,  SAIC  said  it  could 
become  Entergy’s  partner  in  IT  innovation. 

“A  partner  in  innovation”— those  were  magic  words  for  Smith,  then 
IT  director  for  Entergy’s  Southern  Nuclear  fleet. 

“We  were  looking  for  a  company  that  would  do  more  than  just 
manage  our  IT  service  delivery,”  says  Smith.  “One  that  would  not 


Reader  ROI 

::  Why  SLAs  inhibit 
innovation 

::  Where  customers 
and  providers 
misunderstand 
each  other 

::  How  to  build  an 
innovation-friendly 
relationship 
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Former  Entergy  Nuclear  IT 
Director  JohnSmith:  "What 
was  possible  got  sold  a  lot 
harder  than  what  actually 
went  into  the  [outsourcing] 
contract.” 


just  provide  best  practices  and  run  IT  like  a  railroad 
but  could  also  provide  some  vision  about  where  IT  was 
going.”  Smith,  currently  in  a  temporary  role  assisting  in 
the  reorganization  of  Entergy  Nuclear,  was  particularly 
interested  in  SAIC’s  nuclear  domain  experience  and  its 
ability  to  apply  that  knowledge  to  the  introduction  of  new 
business-specific  systems. 

But  as  the  relationship  with  SAIC  matured,  Smith’s 
disappointment  grew.  “Innovation  was  an  expectation 
that  wasn’t  delivered  on,”  he  says.  SAIC  met  its  service- 
level  agreements  (SLAs)  and  kept  Entergy’s  IT  costs  under 
control,  but  there  were  no  new  ideas  coming  from  the  out¬ 


sourcer,  no  guidance  about  emerging  technologies  Entergy 
should  pursue.  In  short,  no  partnership  in  innovation. 


The  Innovation  Promise  vs.  the 
Innovation  Reality 

When  it  comes  to  why  SAIC  failed  to  meet  Smith’s 
expectations,  there’s  plenty  of  blame  to  go  around.  Smith 
suspects  SAIC  overstated  its  ability  to  move  beyond  the 
traditional  provider’s  role  of  managing  IT  as  a  utility.  He 
also  admits  that  Entergy’s  leadership  was  unable  to  figure 
out  how  to  manage  the  relationship  with  SAIC  in  a  way 
that  would  encourage  that  kind  of  strategic  involvement. 

Perhaps  most  important,  despite  what 
both  sides  said,  innovation  was  never 
officially  part  of  the  deal. 

“When  we  were  all  sitting  in  the 
room,  there  was  all  kinds  of  talk  about 
what  might  be  possible,”  says  Smith. 
“And  what  was  possible  got  sold  a  lot 
harder  than  what  actually  went  into  the 
contract.”  (SAIC  declined  comment  on 
its  relationship  with  Entergy.) 

Smith  is  not  alone  in  his  frustra¬ 
tion.  Forrester  Research  reports  that 
42  percent  of  buyers  are  dissatis¬ 
fied  with  the  innovation  provided  by 
their  primary  outsourcer.  According 
to  a  recent  CIO  survey  (go  to  www.cio 
.com/article/141066  for  our  exclusive 
CIO  Outsourcing  and  Innovation  sur¬ 
vey),  44  percent  of  respondents  were 
unhappy  with  the  innovation  provided 
by  offshore  outsourcers.  (Twenty-one 
percent  were  dissatisfied  with  the  level 
of  innovation  provided  by  domestic 
providers.)  Of  course,  these  numbers 
don’t  take  into  account  IT  leaders  who 
are  entering  their  deals  with  limited 
expectations  or  who  are  looking  for 
more  straightforward  relationships 
with  providers. 

“When  you  talk  to  suppliers  before 
the  contract  is  signed,  they  talk  inno¬ 
vation,”  says  Mark  Kobayashi-Hillary, 
offshoring  director  of  the  National  Out¬ 
sourcing  Association  (NOA),  a  U.K.- 
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What  if  the  CEO  wants  consolidated  dashboards?  What  if  Marketing  needs 
Power  grab,  campaign  metrics?  What  if  the  CFO  needs  rolling  forecasts?  What  if  you  had  one 
answer  for  all  of  them?  If  you  had  Applix,  you  would.  Our  business  analytics 
software  is  a  single  scalable  application  that  integrates  seamlessly  into  your  existing  platforms 
and  standards.  You’ll  gain  immediate  access  to  real  time  data  across  your  entire  organization  -  and 
look  like  a  hero  doing  it.  Visit  applix.com  today  to  turn  your  business  into  an  agile  enterprise. 
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based  outsourcing  trade  organization.  “Once  it’s  signed, 
they  need  to  service  the  SLA.  So  you’ll  find  outsourcers 
that  hit  all  the  key  indicators  and  still  the  client  is  not 
happy.”  CIOs  “look  at  the  dashboard  and  see  that  every¬ 
thing’s  green,”  says  Ben  Trowbridge,  CEO  of  outsourcing 
adviser  Alsbridge,  “but  they  still  feel  red.” 

According  to  an  Alsbridge  survey  of 300  buyers  of  IT 
services,  the  biggest  gap  between  outsourcing  benefits 
sought  and  achieved  exists  around  innovation.  The  same 
research  found  that  suppliers  themselves  say  that  their 
inability  to  innovate  to  client  requirements  is  their  big¬ 
gest  challenge. 

As  was  the  case  at  Entergy,  both  sides,  customer  and 
provider,  bear  responsibility  for  the  failure  to  deliver  on 
the  promise  of  innovation.  Though  EDS  or  IBM  may  sell 
the  idea  of  transformation,  and  offshore  providers  like 
Tata  Consultancy  Services  (TCS)  or  Satyam  may  say  they 
want  to  deliver  higher  value  services,  the  former  can’t 
afford  to  do  so  due  to  decreasing  profit  margins  and  the 
latter  built  their  businesses  on  commoditizing  IT  services, 
not  innovating.  And  while  IT  leaders  may  say  they  want 


So  You’re  Small.  So  What? 

Small  enterprises  have  an  advantage  when 
it  comes  to  getting  their  provider  to  innovate 

SURE,  COMPANIES  LIKE  GM  and  American  Express  may  have  a 
lot  of  clout  when  it  comes  to  getting  their  IT  service  providers  to 
innovate,  but  CIOs  at  small  to  midsize  companies  shouldn't  despair. 
“You  may  not  have  the  negotiating  leverage  that  a  GM  does,”  says  Ed 
Hansen,  partner  in  law  firm  Morgan,  Lewis  &  Bockius’s  global  out¬ 
sourcing  practice,  “but  you  might  have  the  ability  to  help  the  vendor 
break  into  a  new  market  or  build  a  new  business  model  or  become 
more  global."  As  a  bonus,  small  organizations  may  be  more  capable 
of  working  with  providers  to  incorporate  new  ideas  or  systems—inno- 
vation.  “[SMBs]  may  not  have  all  the  built-in  procedural  barriers  to 
innovation  that  a  lot  of  bigger  companies  do,"  says  Hansen. 

One  trick  Hansen  uses  to  help  small-business  customers  realize 
their  own  power  is  to  turn  the  tables  during  the  getting-to-know-you 
stage  of  negotiations.  “During  the  RFP  process,  customers  always  ask, 
‘Why  should  I  do  business  with  you?'  Instead,  they  should  ask,  ‘What  is 
it  about  us  that  makes  this  deal  worth  it  to  you?"’  says  Hansen. 

If  you're  afraid  you’re  too  small  to  get  the  vendor’s  attention,  say 
so  and  see  how  it  responds.  “The  vendor  may  say,  Let’s  be  realistic. 
The  money  we  make  on  this  deal  is  less  than  a  week’s  worth  of  rev¬ 
enue  from  Colgate-Palmolive  but  it’s  valuable  to  us  because  of  X,” 
says  Hansen.  Then,  at  least,  “you  know  you’re  worth  more  to  them 
than  the  fees  laid  out  in  the  contract,"  Hansen  says.  And  knowledge 
is  power.  -S.O. 


something  more  than  “your  mess  for  less,”  for  the  most 
part  they’re  still  focused  on  price,  according  to  outsourc¬ 
ing  experts.  Most  IT  shops,  says  Trowbridge,  are  unable 
either  to  manage  the  relationship  with  their  outsourc¬ 
ers  in  a  way  that  yields  innovation  or  are  ill-prepared  to 
implement  the  changes  they  say  they  want.  Even  when 
buyer  and  seller  think  they’re  on  the  same  page,  a  clear 
definition  of  what  constitutes  innovation  is  rarely  built 
into  the  deal. 

That  leaves  CIOs  with  two  options  if  they’re  looking  for 
innovation:  Make  radical  changes  to  the  way  they  estab¬ 
lish  and  manage  those  relationships,  or  give  up  on  the 
idea  entirely. 

The  Innovation  Debate 

There  are  two  schools  of  thought  about  whether  IT 
organizations  should  look  to  outsourcers  for  innova¬ 
tion.  “If  you’re  a  big  retailer  and  you’ve  outsourced 
IT  to  IBM  or  TCS,  those  are  the  guys  who  are  going  to 
understand  the  way  technology  is  changing,  whether 
it’s  SOA  or  green  data  centers  or  using  Web  2.0  to 
reach  the  customer,”  says  Kobayashi-Hillary. 
“If  you’re  a  bank  or  a  utility,  you’re  not  going  to  be 
an  expert  on  social  networks  or  how  to  utilize  Sec¬ 
ond  Life  in  the  business.  The  service  providers  are.” 
Outsourcers,  after  all,  have  strong  partnerships  with 
hardware  and  software  vendors.  “They’re  looking 
at  the  technology  space,  and  their  expertise  and 
knowledge  is  far  greater  than  what  exists  in  our  IT 
organization,”  says  Robert  Taylor,  VP  of  IS  for  the 
$14  billion  design,  engineering  and  construction 
company  Fluor.  “The  folks  there  know  where  IT 
is  heading  and  we’re  looking  to  them  to  bring  that 
expertise  to  us.” 

Others  disagree.  “I’ve  had  a  few  IT  executives  tell 
me  that  they  were  disappointed  that  their  outsourc¬ 
ing  vendor  hadn’t  done  much  in  the  way  of  inno¬ 
vation.  It’s  an  odd  expectation,  and  a  tough  one  to 
put  into  the  contract,”  says  Jeanne  Ross,  principal 
research  scientist  at  MIT’s  Center  for  Information 
Systems  Research.  “Vendors  will  innovate  to  the 
extent  it  saves  them  money  or  helps  them  introduce 
new  products  or  services,  but  that  won’t  feel  like 
innovation  to  the  customer.”  For  an  outsourcing 
provider  to  offer  competitive  differentiation  for  a 
customer  would  be  contrary  to  what  they’re  set  up 
to  do,  says  Barry  Rosenberg,  a  partner  with  outsourc¬ 
ing  adviser  Pace  Harmon.  IT  service  providers  make 
money  when  they  can  standardize  processes  across 
their  customer  base.  You’re  not  buying  an  innovator, 
says  Rosenberg,  “you’re  buying  a  factory.” 

Outsourcing  sales  teams,  however,  haven’t  gotten 
that  memo.  “The  providers  will  tell  you  they’re  going 
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Powered  by  the  Dual-Core  Intel®  Xeon®  Processor1 


Experience  a  utopian  world  of  storage.  Visit  hp.com/go/storageutopia6 

1-800-888-0306 


1  Dual-Core  is  a  new  technology  designed  to  improve  performance  of  multithreaded  software  products  and  hardware-aware  multitasking  operating  systems  and  may  require  m*.  A; 
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STORAGE  UTOPIA 

IS  NOT  A  MYTH. 

Imagine  a  storage  environment  that's  simple,  straightforward 
and  virtually  effortless.  The  HP  StorageWorks  1 200  All-in-One 
Storage  System  lets  you  manage  your  ever-growing  data 
using  a  simple  Windows®  application,  in  a  language  you 
already  know.  Call  it  utopia,  nirvana,  or  just  plain  easy. 


Technology  for  better  business  outcomes. 
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to  transform  your  business,”  says  Gartner  Research  Direc¬ 
tor  Dane  S.  Anderson. 

“A  lot  of  that  is  hype.” 

Overinflated  claims  from  salespeople?  Say  it  ain’t  so. 
But  whether  CIOs  ought  to  expect  innovative,  transfor¬ 
mational  help  from  an  outsourcer  may  be  a  moot  point. 
Could  they  provide  that  kind  of  partnership  even  if  they 
wanted  to? 

Perhaps  not. 

The  SLA  Trap 

“Innovation  and  operating  margins  go  hand  in  hand,”  says 
Alsbridge’s  Trowbridge.  And  U.S.-based  outsourcers  are 
getting  squeezed.  If  you  edit  out  the  short-lived  reprieve 
of  Y2K  and  the  dotcom  days,  outsourcing  margins  in  the 
U.S.  have  been  declining  steadily  since  the  mid-1970s  and 


deter  innovation.  Take  data  center  management.  It’s  the 
outsourcer’s  responsibility  to  ensure  99.99  percent  uptime 
or  provide  backup  services.  “The  value  add  would  be 
when  the  service  provider  looks  at  the  environment  and 
says.  Now  I  understand  how  you  support  your  business 
and  I  see  that  by  leveraging  this  new  technology  or  differ¬ 
ent  hardware,  we  can  improve  the  quality  of  the  service 
or  your  costs,”  says  Taylor  of  Fluor,  which  is  on  its  fourth 
major  outsourcing  contract  since  the  mid-1990s.  “But 
you’re  paying  the  vendor  X  dollars  per  server  so  there’s 
no  motivation  for  them  to  reduce  that  number.” 

“There’s  so  much  change  management  embedded  in 
outsourcing  processes  to  prevent  them  from  missing  an 
SLA,  their  ability  to  innovate  to  support  our  business  is 
very  limited,”  agrees  Robert  Fecteau,  CIO  of  BAE  Sys¬ 
tems  Information  Technology,  a  line  of  business  within 


“The  value  add  would  be  when  the  service  provider  looks  at  the  environment  and 
says,  Now  I  understand  how  you  support  your  business  and  by  leveraging  this  new 
technology,  we  can  improve  quality  of  service  or  your  costs.  But  you’re  paying  the 
vendor  X  dollars  per  server  so  there’s  no  motivation  for  them  to  reduce  that  number.” 

-  ROBERT  TAYLOR,  VP  OF  I.S.,  FLUOR 


have  flatlined  at  6  percent,  with  just  9  percent  annual  rev¬ 
enue  growth,  according  to  Alsbridge.  “When  the  crunch 
hits,”  says  Gartner’s  Anderson,  “outsourcers  do  the  bare 
minimum  to  succeed.” 

The  financial  pressure  on  domestic  providers  is  the 
result  of  offshore  competition,  primarily  Indian  vendors 
who  are  riding  high  with  double-digit  profits.  But  don’t 
count  on  them  to  fill  the  innovation  gap.  “They  didn’t  get 
where  they  are  by  innovating,”  says  Kobayashi-Hillary, 
author  of  Outsourcing  to  India:  The  Offshore  Advantage. 
“They  got  there  by  repeating  the  same  processes  over  and 
over  again.”  Plus,  they  have  their  hands  full  managing 
their  own  growth. 

Thus,  outsourcers  around  the  globe  are  loath  to  do 
anything  that  might  affect  their  ability  to  meet  their  ser¬ 
vice-level  obligations  and  thereby  reduce  their  margins. 
“Providers  are  delivering  to  a  contract,  and  it’s  difficult 
to  build  any  kind  of  innovation  into  the  language  of  the 
contract,”  says  Kobayashi-Hillary.  “There’s  a  difference 
between  what  you  sat  down  and  talked  about  with  the  out¬ 
sourcer  and  what’s  written  in  black  and  white.  It’s  just  not 
in  the  supplier’s  interest  to  proactively  change  anything.” 

Indeed,  most  outsourcing  SLAs  and  pricing  models 


the  U.K.-based  BAE  Systems.  Fecteau  was  hired  in  2005 
to  oversee  the  backsourcing  of  U.S.  IT  services  previously 
outsourced  by  its  parent  company  in  a  $2.2  billion,  six- 
year  IT  contract  with  CSC.  (The  rest  of  BAE  Systems  will 
continue  to  work  with  CSC  as  “a  trusted  partner  critical  to 
our  success,”  says  Fecteau.)  According  to  Fecteau,  BAE’s 
outsourcing  had  been  driven  by  a  desire  to  cut  costs.  (In 
addition  to  the  design,  manufacture  and  maintenance  of 
military  vehicles  and  equipment,  BAE  Systems  provides 
IT  services.)  But  there  were  trade-offs. 

“It’s  very  difficult  to  write  a  contract  with  an  outsourcer 
that  says,  ‘Give  me  more  innovative  IT  processes,”’  says 
Fecteau,  who  will  complete  the  backsourcing  process 
during  2008.  “They’re  not  there  to  transform  your  orga¬ 
nization,”  he  continues.  “They’re  there  to  deliver  IT  as  a 
commodity.”  Fecteau  should  know  since  BAE  Systems 
is  itself  in  the  outsourcing  business.  “The  very  nature  of 
outsourcing  naturally  restricts  innovation,”  he  says. 

Processes  further  inhibit  the  kind  of  client-vendor 
interaction  that  would  yield  innovative  solutions.  “I 
don’t  think  the  big  outsourcers  do  well  with  customer 
intimacy,”  says  Fecteau.  “They’re  huge,  matrixed  orga¬ 
nizations  with  revolving  doors.  You  never  know  who’s 
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coming  in  on  a  given  day.” 

“We  would  clearly  disagree  with  any  assertions  that 
large  outsourcers  such  as  CSC  can’t  bring  innovation 
to  outsourcing  engagements,”  says  CSC  spokesman 
Mike  Dickerson.  “In  this  case,  BAE  Systems’  decision  to 
insource  certain  operations  was  based  on  a  long-term  stra¬ 
tegic  objective  to  grow  its  computer  services  business  in 
the  federal  IT  services  market,  an  area  in  which  we  obvi¬ 
ously  compete,  and  is  not  a  reflection  of  the  services  pro¬ 
vided  by  CSC.” 

If  you  really  want  innovation,  you  can  get  it,  says  Fee- 
teau,  “but  you’ll  pay  for  it.”  Dearly. 

You  Get  What  You  Pay  For 

That  gets  at  another  impediment  to  innovation  and  one 
that’s  squarely  in  the  customer’s  control:  price  tolerance. 

“U.S.  providers  may  be  able  to  come  up  with  new  offer¬ 
ings  that  provide  innovation,  but  at  what  price?”  says 
Trowbridge.  “They  may  come  up  with  great  ideas  but  if 


the  price  point  is  off,  CIOs  won’t  buy  it.” 

CIOs  may  not  start  off  looking  for  the  lowest  price;  they 
may  have  big  ideas  about  transformation  and  innovation. 
But  somehow,  as  they  move  from  RFP  to  final  selection, 
price  almost  always  becomes  paramount. 

“First  there’s  talk  about  how  we’ll  be  partnered  forever,” 
says  NOA’s  Kobayashi-Hillary.  “But  once  you  get  to  the 
final  stages  of  the  RFP  and  the  only  people  left  in  the  room 
are  those  competent  enough  to  handle  the  job,  it  comes 
down  to  price.” 

Trowbridge  ascribes  this  process  to  human  nature: 
“People  like  watching  the  vendor  grovel  and  getting  them 
to  come  down  in  price.  The  client  deal  team  comes  back  and 
everyone  congratulates  them  on  how  they  kicked  the  ven¬ 
dor’s  butt.”  But  negotiating  the  vendor  out  of  a  profit  helps 
no  one.  Says  Trowbridge,  “You  get  what  you  pay  for.” 

In  2003,  Fluor  signed  a  $351  million,  seven-year  con¬ 
tract  with  IBM  Global  Services,  one  of  Big  Blue’s  hallmark 
On  Demand  deals  that  year.  In  a  press  release,  IBM  said 


Keep  ’Em  Hungry  and  Other  Strategies 

Tips  to  get  your  IT  services  providers  to  deliver  innovation 


OUTSOURCING  PROVIDERS  are  more 
likely  to  introduce  innovative  ideas  if 
they’re  hungry.  That’s  why  Ed  Hansen, 
partner  in  law  firm  Morgan,  Lewis  & 
Bockius’s  global  outsourcing  practice, 
often  advises  his  clients  to  take  IT  ser¬ 
vices  that  might  be  ripe  for  innovation 
right  out  of  the  contract. 

For  example,  if  you’re  on  the  verge 
of  signing  a  $20  million  outsourcing 
contract,  $4  million  of  which  is  develop¬ 
ment  work  you’d  like  your  provider  to 
approach  in  a  new  way,  make  it  a  $16 
million  contract.  “Give  the  outsourcer 
a  position  in  your  organization  so  that 
they  can  understand  what's  going  on  in 
your  business  and  give  them  the  oppor¬ 
tunity  to  earn  that  $4  million  by  coming 
up  with  innovative  project  ideas,”  says 
Hansen.  “It  puts  the  economics  back 
where  it  belongs." 

The  idea  of  actually  encouraging 
your  provider  to  continue  to  sell  new 
ideas  to  you  after  you’ve  sealed  the  deal 
may  be  a  turnoff  to  some  IT  leaders,  but 
Hansen  says  he’s  seen  positive  results. 
One  client  has  regular  brown-bag  ses¬ 


sions,  during  which  his  vendor  pitches 
new  ideas.  The  client  requires  that  the 
vendor  bring  a  third  party  either  to  back 
up  the  sales  pitch  or  weed  out  ideas 
that  are  purely  self-serving.  Some  ideas 
have  been  approved  and  turned  into 
additional  work  for  the  vendor.  "You 
don’t  want  to  turn  them  into  a  bunch  of 
used-car  salesmen,”  says  Hansen.  “But 
if  you  take  them  out  of  that  guaranteed- 
revenue  position  and  treat  them  as  a 
trusted  adviser,  it  encourages  them  to 
look  for  new  opportunities." 

The  key  words  are  "trusted  adviser.” 
To  get  useful  innovation  you  have  to 
"trust  the  vendor  enough  to  let  them 
under  the  tent,  sharing  and  getting  ideas 
from  them,”  says  David  Rutchnik,  partner 
with  outsourcing  adviser  Pace  Harmon. 

Not  only  do  you  have  to  give  the  ven¬ 
dor  a  seat  at  the  table,  you  need  to  make 
sure  you’ve  got  the  right  person  in  that 
seat.  Hansen  is  currently  renegotiating 
a  nine-year  outsourcing  contract  for  a 
customer  disappointed  with  the  lack 
of  value-added  service  provided  by  the 
vendor.  The  customer  had  stipulated 


that  someone  from  the  vendor  sit  in  on 
CEO-level  meetings,  but  that  someone 
turned  out  to  be  the  guy  who  “kept  the 
lights  on,"  says  Hansen.  "You  don't  want 
the  data  center  guy  in  on  those  meet¬ 
ings.  You  want  the  former  analyst-types 
to  be  part  of  that." 

Traditional  outsourcing  pricing 
models  can  also  discourage  innova¬ 
tion.  “[CIOs]  are  starting  to  look  at  more 
innovative  pricing  models,"  says  Ben 
Trowbridge,  CEO  of  outsourcing  adviser 
Alsbridge.  One  organization  advised 
by  Trowbridge  chose  to  go  with  the  one 
vendor  that  offered  a  business  metric- 
based  pricing  model.  The  customer 
would  pay  the  outsourcer  $1.15  per 
claim  that  was  paid.  Period.  "The  pro¬ 
vider  had  to  think  of  all  sorts  of  innova¬ 
tive  technology  they  could  use  to  make 
sure  that  they  earned  as  many  claims 
as  possible,”  says  Trowbridge.  "The 
customer  got  the  full  benefit  of  working 
with  a  $20  billion  outsourcing  provider; 
the  provider  has  a  chance  to  increase  its 
margins  by  sharing  in  the  growth  of  the 
customer’s  business.”  -S.O. 
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Today's  IT  Leaders  on  Market  Trends 

HOW  TO  MANAGE  IT 

COMPLEXITY 

Standards,  Automation  Simplify  the  Challenge,  Lower  Costs 


There  are  no  signs  that  the  trend  toward  IT 
complexity  is  slowing.  While  organizations  can’t 
eliminate  complexity  entirely,  they  can  bring  it 
under  control.  Those  that  do  are  likely  to  see  benefits. 

A  survey  of  300  business  and  IT  executives 
conducted  in  the  spring  of  2007  by  IDG  Research  Group 
shows  that  managing  IT  complexity  is  among  the  top 
priorities  of  organizations 
today.  Nearly  two-thirds  of 
the  respondents  say  manag¬ 
ing  IT  complexity  is  a  critical 
or  high  priority  at  their 
organization,  and  one-fourth 
consider  managing  complex¬ 
ity  to  be  a  critical  priority. 

A  significant  number  of 
the  executives,  43  percent, 
expect  managing  IT  complex¬ 
ity  to  increase  in  importance  over  the  next  1 8  months. 

“IT  complexity  will  only  grow  as  more  of  the  busi¬ 
ness  depends  on  technology,”  says  Charles  Melidosian, 
CIO  at  Baird  &  Warner,  an  independent  real  estate 
broker.  “Were  just  getting  more  and  more  ‘stuff’  in  the 
server  room.”  The  more  variety  of  ages,  technologies  and 
standards,  all  exchanging  data,  the  more  complex  it  is  to 
manage,  maintain,  troubleshoot  and  back  up.  “I  don’t  see 
less  going  into  the  server  room.  I  see  more  going  in,  and 
that  increases  complexity.” 

The  survey  indicates  that  many  organizations  are 
struggling  with  the  management  of  complexity.  Only 
7  percent  of  the  respondents  say  their  organization  has 
been  very  successful  in  managing  complexity,  while  a 
majority  gave  themselves  mediocre  or  somewhat  poor 
ratings  in  managing  complexity. 

A  number  of  factors  are  adding  to  IT  complexity. 
Organizations  today  face  many  more  choices  than  in  the 
past  for  hardware  platforms,  applications,  databases,  stor¬ 


age  systems,  networks  and  other  IT  infrastructure 
elements.  Another  factor:  the  growing  use  of  open  source 
software  because  in  many  cases  there’s  no  vendor  support 
for  these  programs. 

Furthermore,  the  large  and  expanding  deployment 
of  mobile  devices  and  applications,  and  the  rise  in  home 
office  and  remote  users,  have  made  it  more  difficult  for 

IT  to  manage  infrastructure 
and  access. 

According  to  the  IDG 
Research  Group  survey, 
some  of  the  top  challenges 
to  managing  IT  complexity 
include  security/compli- 
ance,  staying  on  top  of  new 
technologies,  cost  contain¬ 
ment  and  integration.  A 
majority  of  survey  respon¬ 
dents  (54  percent)  say  they  are  not  reducing  the  number 
of  IT  vendors  from  whom  they  purchase. 

Increased  IT  complexity  can  have  a  negative  impact 
on  organizations.  More  complexity  means  more  systems 
maintenance,  which  leads  to  higher  costs.  IT 
management  and  staff  spend  more  time  “keep¬ 
ing  the  lights  on”  than  working  on  strategic 
initiatives.  Complexity  can  contribute  to  organ¬ 
izations  not  getting  the  most  out  of  their  tech¬ 
nology.  The  survey  shows  that  organizations 
aren’t  using  their  IT  systems  in  the  most  effi¬ 
cient  way.  On  average,  organizations  are  using 
about  60  percent  of  their  total  computing 
resources.  A  majority  of  respondents,  57  percent, 
say  their  IT  resources  are  underutilized. 

Perhaps  the  biggest  downside  of  complex¬ 
ity  is  that  it  makes  it  difficult  for  organizations 
to  provide  a  predictable  and  stable  environ¬ 
ment  for  end  users.  Employees  aren’t  as 
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productive  as  they  could  be,  and  the  organization’s 
bottom  line  can  suffer  as  a  result. 

Managing  Complexity 

Because  IT  complexity  isn't  going  away,  organizations 
must  find  ways  to  manage  it.  They  must  create  an  effec¬ 
tive  IT  governance  program  that  includes  elements  for 
evaluating  tracking  of  technology  investments,  creating 
policies  that  address  repeatable  IT  solutions  and  practices. 

“We  are  just  starting  to  use  project  and  portfolio 
management.  We  are  hoping  to  help  our  IT  governance 
process  to  be  able  to  show  to  the  organization  and  to  the 
stakeholders  what  projects  IT  is  working  on,  how  they 
are  prioritized,  and  when  all  the  various  projects  are 
going  to  get  done,”  says  David  Reid,  CIO  at  restaurant 
chain  operator  Krystal  Co. 

Organizations  can  also  adopt  standards  and  frame¬ 
works  based  on  best  practices,  such  as  the  IT 
Infrastructure  Library  (ITIL).  Among  the  steps  ITIL 
recommends  is  the  deployment  of  a  configuration 
management  database  (CMDB),  which  includes  the 
specification  and  identification  of  all  IT  components 
used  in  the  organization. 

Another  framework  organizations  can  use,  Control 
Objectives  for  Information  and  Related  Technology 
(COBIT),  is  an  IT  governance  model  and  supporting 
tool  set  designed  to  help  companies  have  more  control  of 
IT  and  information  security  environments. 

Enterprises  also  need  to  automate  wherever  they 
can.  The  more  tasks  they  can  automate,  the  better  they 
can  manage  IT  usage  in  the  organization.  Automation 
enables  IT  to  spend  more  time  on  strategic  initiatives  and 
less  time  on  manual  processes. 

The  survey  shows  that  organizations  are  seeing 
benefits  from  the  automation  of  IT  operations  and 
processes.  Among  the  biggest  gains  is  an  increase  in  IT 
productivity,  cited  by  70  percent.  Others  include  an 
increase  in  end-user  satisfaction  with  IT  (54  percent), 
improved  return  on  IT  investments  (52  percent)  and 
reduced  costs  (50  percent). 

“Where  possible,  we  try  to  automate  all  processes 
where  non-IT  professionals  can  trigger  IT  systems  and 
integration,”  such  as  password  resets,  employee  moves 
and  changes,  and  ordering  IT  services,  says  Melidosian. 

He  says  Baird  &  Warner  will  continue  to  look  at  self- 
service  technologies  such  as  single  sign-on,  as  well  as  stor¬ 
age  area  networks,  automated  remote  backup  across 
WANs,  virtual  servers,  and  automated  monitoring  systems 
over  the  next  1 2  months  to  help  manage  IT  complexity. 


“These  technologies  will  allow  our  staff  to  maintain 
systems  in  a  more  predictable,  manageable  and  scalable 
way,”  Melidosian  says.  “They  will  also  reduce  interactive 
time  required  by  our  users  and  technical  staff  to  complete 
some  of  the  manual  processes  being  done  today.” 

Organizations  can  use  a  variety  of  solutions  and 
strategies  to  manage  complexity  and  improve  business 
processes  and  results.  The  survey  shows  that  organiza¬ 
tions  are  using  or  planning  to  deploy  strategies  such  as 
server  consolidation  (53  percent),  IT  automation  (47 
percent),  virtualization  (46  percent),  security  and  vulner¬ 
ability  management  (44  percent)  and  data  center 
management  (36  percent). 

Novell  complexity  solutions 

Organizations  can  implement  technology  solutions  that  help  reduce 
complexity  by  automating  processes  and  improving  the  delivery  of 
IT  services. 

Novell®  offers  solutions  designed  to  help  enterprises  achieve 
automation.  Systems  Management  from  Novell  is  a  comprehensive 
set  of  ITIL-based  services  that  orchestrate  IT  management  and 
business  processes  across  different  server  and  client  platforms. 

Novell’s  ZENworks®  offering  is  a  comprehensive  set  of  inte¬ 
grated  tools  that  automate  IT  management  and  business  processes 
across  the  life  cycle  of  devices  such  as  desktops,  laptops,  servers 
and  handhelds.  ZENworks  automatically  enforces  business  and  IT 
policies  to  dynamically  manage  and  maintain  IT  resources  based 
on  user  and  asset  identities. 

Novell  ZENworks  systems  and  resource  management  family 
work  from  the  desktop  to  the  data  center,  allowing  organizations  to 
determine  how  well  IT  is  delivering  services  to  support  the  busi¬ 
ness.  These  technologies  help  CIOs  find  more  relevant  metrics  that 
show  business  alignment,  service  quality  supportive  of  that  align¬ 
ment,  and  cost  efficiency  in  delivering  service  to  the  business. 
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Some  vendors,  such  as  Novell,  offer  solutions  to  help 
make  IT  more  effective  in  meeting  the  needs  of  organiza¬ 
tions  and  reduce  complexity  (see  sidebar).  Whether  it’s 
through  processes,  technology  or  both,  organizations  must 
deal  with  the  growing  challenge  of  IT  complexity. 

The  impact  of  complexity  can  be  significant, 
including  rising  maintenance  costs  and  decreased 
productivity.  Fortunately,  organizations  can  use  best 
practices  and  effective  technology  solutions  to  help 
manage  complexity.  B 

Go  to  www.cio.com/whitepapers/complexity 

to  obtain  a  free  download  of  the  complete  white  paper'How  to 
Manage  IT  Complexity”.  Based  on  a  major  research  survey  by  IDG 
Research  Services ,  this  just-released  white  paper  features  in-depth 
discussions  with  CIOs  at  midsize  and  enterprise-class  organizations, 
and  draws  on  peer  insights  to  help  CIOs  create  more  effective  and 
efficient  IT  systems. 
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We  will  accept 
nominations  from  Sept.  1 
through  Nov.  16.  For  more  about 
this  prestigious  award,  go  to 

www.cio.com/cio-awards/ 
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Global  IT  Services: 

How  to  Measure 

the  Return  on  Outsourcing 

Executive  Summary: 

A  thorough  analysis  of  an  outsourcing  relationship  can  provide  CIOs  with  insights 
into  projected  costs,  savings  and  operational  benefits.  This  white  paper  examines: 

How  Cognizant's  return  on  outsourcing  methodology  documents  existing 
and  long-term  cost  benefits. 

Why  working  with  a  vendor  that  commits  to  measuring  ROO  is  critical 
to  achieving  superior  business  outcomes. 

How  Cognizant's  ROO  tool  can  help  guide  future  investments  in  outsourc¬ 
ing  to  maximize  long-term  success. 


The  reasons  are  varied,  but  the  trend  is  clear.  Global 
outsourcing  is  now  a  crucial  element  of  corporate  IT 
strategy.  Businesses  turn  to  outsourcers  to  contend 
with  budget  cuts,  IT  talent  short¬ 
ages  and  the  need  for  domain- 
specific  or  technical  expertise. 

Cowen  and  Company1  estimates  that 
offshore  spending  as  a  percentage 
of  IT  services  budgets  jumped  from 
12  percent  in  2005  to  19  percent 
in  2006.  The  offshore  outsourcing 
market  grew  30.7  percent  in  fis¬ 
cal  year  2006-2007,  according  to 
NASSCOM,  India's  IT  services  and 
software  organization.2 

It's  not  just  about  growth.  Out¬ 
sourcing  is  in  transition,  and  is  becoming  more  stra¬ 
tegic.  "Our  findings  confirm  that  outsourcing  has  ma¬ 
tured  beyond  cost  reduction  to  become  a  way  for  orga¬ 
nizations  to  better  access  talent  and  capabilities,  gain 
more  flexibility,  reinvent  their  business  model  and  drive 
innovation,"  notes  PricewaterhouseCoopers  in  a  report 
on  its  2007  Global  Outsourcing  Survey.3 


The  challenge  for 
corporate  decision  makers 
is  in  selecting  a  partner 
that  will  commit  to 
identifying,  measuring 
and  achieving  business 
value  throughout  an 
outsourcing  agreement. 


business.  It  is  a  process  that  not  only  calculates  the  ini¬ 
tial  labor  savings  accrued  from  outsourcing  IT,  but  gaug¬ 
es  the  overall  business  value  generated  from  a  properly 
conceived  and  executed  IT  services  engagement. 

Calculating  ROO 

With  Cognizant  as  a  partner,  the  ROO  process  starts 
with  a  deep  dive  into  IT  costs.  Internal  costs  are  com¬ 
pared  with  fees  incurred  as  a  result  of  the  outsourcing 
of  IT  services.  A  picture  emerges  of  the  potential  sav¬ 
ings  that  can  be  gained  from  outsourcing  IT  activities 
from  leveraging  the  economies  of  scale,  best  practices 
in  IT  service  delivery  and  domain  experience.  From 
there,  Cognizant  strives  to  work  more  strategically 
with  clients  to  tighten  alignment  of  IT  strategy  with 
business  goals  and  apply  cost  savings  to  building  new 
systems  that  fuel  business  innovation. 

For  Cognizant,  that  deep  dive  is  performed  with  a 
proprietary  tool  built  to  measure  the  existing  and 
projected  business  value  delivered  by  outsourcing 
various  IT  activities  on  a  project  or  programmatic 
basis.  The  tool,  built  with  the  assistance  of  Forrester 
Research,  provides  two  different,  but  egually  important, 
dashboard  views. 


The  decision  to  outsource  may  seem  easy.  The  chal¬ 
lenge  for  corporate  decision  makers  is  in  selecting  a 
partner  that  will  commit  to  identifying,  measuring  and 
achieving  business  value  throughout  an  outsourcing 
agreement.  This  starts  by  hiring  a  firm  that  can  create 
a  clear  blueprint  for  measuring  return  on  outsourcing 
(ROO)  on  a  retrospective  and  forward  basis  -  and  then 
work  in  lockstep  with  your  IT  organization  to  continue 
to  exceed  existing  metrics  that  lead  your  business  to 
new  horizons. 

As  discussed  in  the  previous  installment  of  this  series, 
understanding  ROO  reguires  enterprises  to  take  a  360- 
degree  view  of  IT  activities  and  their  connection  to  the 


The  first  view,  the  Financial  Dashboard,  details  costs 
savings  that  can  be  realized  over  time  by  calculating 
how  changes  in  labor  and  technology  infrastructure 
expenses  impact  financial  performance.  The  Financial 
Dashboard  highlights  the  impact  IT  spend  has  from: 

Operational  Flexibility  (business  options  and 
efficiencies) 


This  is  the  second  in  a  series  of  white  papers  focused  on 
measuring  Return  on  Outsourcing.  To  view  the  previous 
paper,  go  to  www.cognizant.com/go/roo. 

Next  month: 

"The  Outcome  of  ROO/Achieving  Business  Results” 
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Cognizant  Insights  #2:  ROO  Metrics 


Business  Value  (top-  and  bottom-line  benefits) 

Total  Cost  of  Ownership  (including  IT  services 
fees) 

Risk  and  Uncertainty  (in  terms  of  current  delivery 
strategy  and  alternatives) 


tegic,  revenue-based  projects  by  out¬ 
sourcing  more  routine,  standardized 
tasks  to  a  service  provider  whose 
global  experience  and  infrastructure 
provides  safe,  secure  and  efficient 
support. 


Questions  about  ROO? 

Send  your  query  to 
roo@cognizant.com. 

We'll  answer  frequently 
asked  questions  in  a  future 
installment  of  this  series. 


For  many  organizations, 
an  ROO  analysis  may 
reveal  a  gap  in 
strategic  planning. 


The  Cognizant  Edge 

An  effective  ROO  analysis  with  Cognizant  takes  a  thorough 
look  at  a  broad  range  of  costs  and  benefits  that  may  often  be 
overlooked,  and  then  leads  the  business  to  examine  whether 
there  is  a  better  way  to  build  the  best  application  that  will 
drive  the  organization  forward.  The  entire  process  offers  a 
new  view  of  the  IT  organization  and  the  potentially  game¬ 
changing  outcome  of  an  efficiently  managed  and  executed 
outsourcing  relationship.  It's  a  360-degree  view  that  takes 
in  all  aspects  of  the  organization  and  the 
outsourcing  partnership. 


"When  you  bet  your  business  on  an 
initiative  that  is  as  complex  as  a  new 
application,  you  can't  afford  to  take  a 
snapshot  look  at  costs  and  benefits.  A 
360-degree  view  allows  management 
to  identify  organizational  strengths, 
barriers  and  dependencies  that  could  impact  the  project,  as 
well  as  opportunities  to  quickly  deliver  better  applications 
-  and  savings  or  revenue,"  says  Malcolm  Frank,  senior  vice 
president  and  chief  strategy  officer  for  Cognizant. 

1  Cowen  and  Co.,  "March  '07  Q.  Offshore  Survey,  Increasing  Market  Penetration, 
Pricing  Uptick."  April  2007. 

2  NASSC0M  annual  survey  on  the  performance  of  the  Indian  software  and  services 
sector,  July  2007. 

3  PricewaterhouseCoopers,  "Outsourcing  Comes  of  Age:  The  Rise  of  Collaborative 
Partnering,"  May  2007. 

4  KPMG  International.  "Strategic  evolution:  A  global  survey  on  sourcing  today." 

2007. 


The  second  view,  the  Performance  Dashboard,  shows: 

Comparative  Benchmarks  that  assess  the 
client's  performance  against  its  particular  peer 
group  or  best-of-breed  companies  outside  of  its 
vertical  industry 

Best  Practice  Comparative  Estimates,  from  which 
recommendations  can  be  made  for  improving 
performance 

For  many  organizations,  an  ROO 
analysis  may  reveal  a  gap  in  stra¬ 
tegic  planning.  A  recent  KPMG 
International  study  of  650  com¬ 
panies  notes  that  more  than  40 
percent  of  sourcing  contracts  are 
not  supported  by  formal  strategic 
measurement  beyond  the  manage¬ 
ment  of  service  level  agreements.  Moreover,  79  percent 
of  respondents  said  they  did  not  accurately  know  the 
costs  associated  with  selecting  a  sourcing  provider.4 

Let's  look  at  one  example  of  where  an  ROO  analysis 
can  help  a  business  both  in  cost  savings  and  revenue 
growth  -  application  development. 

A  decision  to  outsource  application  development  typi¬ 
cally  considers  an  organization's  existing  staff  costs, 
whether  for  full-time  employees  or  contractors,  and 
extends  those  costs  over  the  project  lifespan.  The  IT 
team  also  considers  post-implementation  maintenance 
and  related  infrastructure  expenses,  and  then  maps  all 
those  costs  against  projections  for  increased  revenue. 

However,  an  ROO  analysis  cannot  stop  there.  Manage¬ 
ment  must  consider  the  IT  team's  track  record  in  terms 
of  budget  overrun  and  delays  resulting  from  changing 
requirements.  Outside  of  IT,  significant  changes  in  proj¬ 
ect  scope  and  ongoing  user  review  affect  productivity 
within  the  business  units. 

An  ROO  analysis  conducted  with  a  strategic  partner 
such  as  Cognizant  provides  an  opportunity  to  examine 
the  internal  IT  team's  skill  sets,  such  as  Java  and  .NET 
expertise,  and  experience  with  advanced  Web-oriented 
development  methodologies  for  building  a  set  of  appli¬ 
cations  to  support  a  business  line  extension. 


About  Cognizant 

Headquartered  in  Teaneck,  New  Jersey,  Cognizant  is  a  leading 
provider  of  IT  and  business  process  outsourcing  services.  Focused 
on  delivering  strategic  information  technology  solutions  that 
address  the  complex  business  needs  of  its  clients,  Cognizant 
applies  a  unique  on-site/offshore  model  to  deliver  applications 
management,  development,  integration  and  reengineering; 
infrastructure  management;  business  process  outsourcing; 
and  numerous  related  services,  such  as  enterprise  consulting, 
technology  architecture,  program  management  and  change 
management. 

For  additional  resources,  visit  www.cognizant.com/go/roo. 


An  ROO  analysis  also  looks  at  how  the  organization 
can  increase  alignment  of  its  IT  strategy  with  business 
objectives  to  reach  better  outcomes.  It  shows  manage¬ 
ment  how  it  can  reallocate  IT  resources  to  focus  on  stra- 
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the  deal  would  result  in  “substantial  cost  savings  to  Fluor... 
the  streamlining  of  numerous  core  work  processes...and 
flexible  usage-based  pricing  that  enables  Fluor  to  access 
computing  resources  as  needed  to  support  growing  busi¬ 
nesses.” 

How’d  that  work  out? 

It  didn’t. 

“They  were  not  innovating;  they  were  not  working  as 
a  partner  for  innovation,”  says  VP  of  IS  Taylor.  But  he 
doesn’t  blame  IBM  alone  (which  declined  to  comment  on 
its  relationship  with  Fluor).  “We  were  putting  the  entire 
relationship  in  a  place  that’s  just  commodity-based,” 
admits  Taylor.  “If  you  want  to  say,  ‘Give  me  some  value 
add,’  there  was  no  way  for  [IBM]  to  get  compensated  for 
that  under  the  contract.”  Once  price  becomes  the  primary 
focus,  you’re  locked  in.  “If  you  approached  outsourcing 
as  a  price  play,  but  now  you  want  innovation,  it’s  hard 
to  move  the  provider  around  to  that  way  of  thinking,” 
says  Ed  Hansen,  partner  in  law  firm  Morgan,  Lewis  & 
Bockius’s  global  outsourcing  practice.  “You  can’t  change 


What  Happens 

After  the  Ink  Dries 

According  to  CIO’s  survey,  impediments  to  innovation 
include  cultural  and  communications  issues,  the  lack  of 
skills  within  the  supplier,  internal  resistance  and  internal 
budget  restraints.  But  the  simplest  reason  is  that  inno¬ 
vation  was  probably  never  written  into  the  contract  in 
a  meaningful  and  effective  way.  Once  the  vendor’s  sales 
team  and  the  buyer’s  procurement  group  part  ways  and 
day-to-day  management  begins,  what  the  outsourcer  is 
and  isn’t  legally  obligated  to  do  suddenly  becomes  crys¬ 
tal  clear.  “That  person  with  the  strategic  vision  no  longer 
influences  the  behavior  of  the  vendor.  The  people  respon¬ 
sible  for  the  P&L  take  over  and  all  that  great  stuff  never 
happens,”  says  outsourcing  attorney  Hansen. 

“Everyone  is  in  such  a  rush  to  get  these  deals  done,  they 
end  up  disappointed  because  [they]  haven’t  had  the  right 
conversations,”  says  Gartner’s  Anderson.  Even  if  they 
have  had  discussions  about  “innovation”  or  “transforma¬ 
tion,”  definitions  remain  fuzzy.  “[A  vendor]  telling  you 


“There’s  so  much  change  management  embedded  in  outsourcing  processes  to 
prevent  them  from  missing  an  SLA,  their  ability  to  innovate  on  the  move  to  support 
our  business  is  very  limited.”  -Robert  fecteau,  cio,  bae  systems 


the  business  model  on  them  in  the  middle  of  the  deal.” 
The  provider  didn’t  build  in  any  governance  dollars  for 
innovation,  and  chances  are  the  buyer  didn’t  either. 

It’s  no  wonder  that  the  IT  leaders  who  are  reportedly 
most  disappointed  with  the  level  of  innovation  provided 
by  their  IT  service  providers  originally  engaged  in  out¬ 
sourcing  to  cut  costs  or  because  of  competitive  or  business 
pressure,  according  to  CIO’s  survey.  That  was  certainly 
true  for  Fluor.  “We  had  gotten  too  big  in  terms  of  cost,  and 
we  wanted  to  improve  efficiency  and  consistency  globally,” 
says  Taylor.  And  when  measured  against  those  objectives, 
he  says,  “outsourcing  was  the  best  thing  we  did.” 

But  it  hardly  lent  itself  to  outside-the-box  thinking. 

“You  put  the  vendor  in  a  narrow  box  when  you  say 
we  want  you  to  do  this  well  and  less  expensively,”  says 
David  Rutchik,  a  partner  with  Pace  Harmon.  CIOs  may 
have  more  of  a  shot  at  innovation  on  marquee  deals,  Rut¬ 
chik  says,  “but  [innovation]  still  has  to  be  a  function  of 
the  customer’s  knowledge  of  his  own  business  and  pro¬ 
cesses,  what  he  really  wants,  and  his  ability  to  articulate 
that.”  (For  more  on  how  small  to  midsize  companies  can 
encourage  outsourcer  innovation,  see  “So  You’re  Small. 
So  What?”  Page  44.) 


they  can  provide  ‘innovative  solutions  to  your  business 
needs’  is  the  same  as  them  telling  you  they  will  ‘imple¬ 
ment  your  system  based  on  proven  methodologies,”’  says 
Hansen.  “Everyone  says  it,  but  it  means  nothing.” 

Even  if  the  two  sides  do  come  to  a  consensus  about 
what’s  meant  by  innovation,  building  a  contract  around 
those  definitions  is  difficult.  At  Entergy  Nuclear,  Smith 
realized  that  his  hopes  for  input  and  innovation  from 
SAIC  were  never  going  to  happen  because  they  weren’t 
in  the  contract.  “I  had  a  kind  of  a  selfish  view  of  it,”  says 
Smith.  “Contract  be  damned,  you  know,  we  brought  you 
in  here  for  a  reason  and  that  had  to  do  with  what  else  you 
could  bring  to  the  table.”  The  excitement  he  had  about 
SAIC  using  its  nuclear  domain  expertise  to  come  up 
with  new  ideas  for  IT  faded.  “All  the  talk  about  how  they 
could  show  us  how  to  do  new  things  better.. .it  never  hap¬ 
pened,”  says  Smith.  “Everyone  turned  back  to  the  pure 
utility  view.” 

An  architectural  council  set  up  as  part  of  the  outsourc¬ 
ing  deal  and  led  by  an  Entergy  CTO  and  technical  leads 
provided  by  SAIC  did  a  good  job  of  setting  standards 
but,  according  to  Smith,  it  never  played  a  role  in  bringing 
viable  emerging  trends  to  the  business.  On  the  occasions 
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that  SAIC  did  present  Smith  with  ideas,  “they’d  say,  Here’s 
something  new,  what  do  you  think  about  it?”  says  Smith. 
“The  next  question  was,  How  much  are  you  willing  to  pay? 
That’s  not  want  I  want  to  hear  from  my  value-add  buddy. 
They  didn’t  understand  my  business. 

“I  didn’t  expect  them  to  live  at  the  nuclear  plant,”  he 
says,  “but  they  could  spend  a  week  there.”  Smith  included 
SAIC  employees  in  all  his  own  meetings,  but  the  further 
he  went  up  SAIC’s  chain  of  command,  the  less  they  knew. 
The  one  innovation  for  which  the  business  was  most  hun¬ 
gry-wireless  capability— “turned  into  discussion  of  SLAs 
and  how  to  restructure  them,”  says  Smith.  “They  wanted 
to  set  it  up  so  each  wireless  point  was  treated  the  same  as 


“They  can  still  deliver  exactly  to  the  SLA,  but  there  is  no 
thought  about  improving  or  innovating,”  he  says.  To  get 
that,  “you  have  to  build  a  new  kind  of  contract.” 

Separate  Innovation 
from  Service 

That  new  kind  of  contract  is  easier  to  imagine  than  write. 
(For  tips  on  setting  up  an  innovation-friendly  outsourc¬ 
ing  contract  or  pricing  model,  see  “Keep  ’Em  Hungry  and 
Other  Strategies,”  Page  48.)  “I  was  in  one  meeting  where 
the  vendor  sat  for  what  seemed  like  centuries  trying  to 
put  an  SLA  around  innovation,  saying  we’ll  provide  X 
number  of  ideas  per  month,  creating  this  really  detailed 


“It’s  important  not  to  lock  yourself  in  [to  an  SLA]  because  then  you  don’t  get  the 
benefits  of  innovations  that  present  themselves  every  day.” 

-  ROBERT  TAYLOR,  VP  OF  I.S.,  FLUOR 


a  server  or  router.”  (Entergy  implemented  the  wireless 
project  with  limited  help  from  SAIC.) 

“The  further  we  got  downstream  from  the  deal,  the 
more  we  got  over  our  illusions  about  what  the  relation¬ 
ship  with  SAIC  might  be  in  the  area  of  innovation,”  says 
Smith.  “We  couldn’t  figure  out  how  to  measure  innovation 
and  ultimately  we  had  to  decide  whether  we  wanted  them 
to  manage  the  IT  utility  or  innovate,  because  we  weren’t 
hitting  either.” 

Willingness  to  innovate  only  decreases  over  time,  says 
BAE’s  Fecteau.  It’s  an  open  secret  that  the  beginning  of  the 
outsourcing  relationship  is  a  money-losing  proposition 
for  outsourcers;  they  make  it  up  on  the  back  end.  If  you  try 
to  renegotiate  to  improve  or  expand  services,  the  provider 
puts  in  a  less  experienced  and  cheaper  team,  says  Fecteau. 


governance  process  in  place  for  how  ideas  get  vetted,” 
Morgan,  Lewis’s  Hansen  recalls.  “It  didn’t  work.” 

“The  process  that  produces  [the  vendors’]  6  percent 
margins  is  well  understood  and  providers  are  quite  happy 
with  it,”  says  Trowbridge.  “They  don’t  have  to  think  too 
much.  They  don’t  have  to  meet  with  the  customer.  If  they 
have  to  show  up  and  engage  and  innovate,  that’s  risky.” 

Customers  will  have  to  break  the  cycle,  and  that  begins 
with  figuring  out  what  they  actually  want  from  the  ven¬ 
dor.  “It’s  ultimately  up  to  the  buyer  to  define  what  is  meant 
by  innovation,”  says  Gartner’s  Anderson.  “If  you  can’t 
define  it,  you  can’t  expect  it.” 

IT  leaders  at  Fluor  attempted  that  with  their  IBM  deal 
in  2003.  “We  tried  to  bake  innovation  into  the  contract, 
from  a  responsibility  point  of  view,”  says  Taylor.  But  the 


Fastest  Growing  Middleware 


Source:  Gartner  "Market  Share:  Application  Integration,  Middleware  and  Portal  Software,"  Worldwide,  2005.  Based  on  2005  license  revenue  worldwide. 


pricing  remained  inflexible  and  transaction-based  so  “it 
was  very  difficult  to  reconcile  their  invoices  with  what 
we  thought  was  their  contractual  obligation  to  innovate,” 
Taylor  says.  If  he  wanted  IBM  to  do  some  R&D  work  or 
explore  a  new  technology,  there  was  no  efficient  way  to 
fund  it. 

Fluor  signed  a  new  contract  with  IBM  last  year.  “The 
lesson  we  learned  was  that  we  needed  to  put  a  more 
generic  umbrella  agreement  in  place  for  future  innova¬ 
tion,”  says  Taylor.  “There  are  specific  towers  of  service  in 
the  scope  of  work  that  are  commoditized.  But  there  is  also 
a  separate  agreement  that  will  enable  IBM  to  provide  inno¬ 
vation  in  all  kinds  of  areas,  like  virtualization.”  The  con¬ 
tract  includes  prenegotiated  terms  for  future  innovation 
around  issues  of  indemnity,  risk  and  intellectual  property 
protection.  “If  we  want  to  have  IBM  explore  virtual  desk¬ 
tops,  there’s  already  a  fabric  in  place.  We  don’t  have  to  call 
the  lawyers  and  go  through  a  full  negotiation  each  time,” 
explains  Taylor.  “And  it’s  separate  from  the  rest  of  the  out¬ 
sourcing,  so  IBM  doesn’t  need  to  get  reimbursed  through 
the  fees  we  pay  for  the  commodity  activity.”  Now  Fluor  can 
increase  and  decrease  services  from  IBM  without  penalty. 
“It’s  important  not  to  lock  yourself  in  because  you  don’t  get 
the  benefit  of  innovations  that  present  themselves  every 
day,”  Taylor  says. 

Taylor  hopes  the  fourth  time’s  the  charm.  “We  under¬ 
stand  more  about  how  IBM  manages  its  business,”  says 
Taylor.  “And  they  know  more  about  us.”  That’s  a  good 
start.  “It’s  in  a  customer’s  best  interest  to  understand  all 
of  the  vendor’s  warts  and  what  it  takes  for  a  vendor  to  suc¬ 
ceed,”  says  Morgan,  Lewis’s  Hansen,  “instead  of  thinking, 
‘Can  we  put  one  over  on  them?”’ 

Alsbridge’s  Trowbridge  estimates  that  half  his  clients 
are  interested  enough  in  increasing  the  innovation  pro¬ 
vided  by  their  outsourcers  to  take  a  chance  on  shaking  up 
traditional  outsourcing  processes.  “The  other  half  want  to 
stick  with  that  arm’s-length  RFP  process,  the  yellow-pad 
sessions,  the  focus  on  price,”  he  says. 

Smith  of  Entergy  Nuclear  hasn’t  given  up.  “I  want  to 


have  a  partner  that  can  say,  Here’s  the  utility  piece,  and 
we  can  structure  that  deal,  but  then  let’s  figure  out  how 
we  can  incent  this  other,  innovative  behavior  as  well,”  he 
says.  “I  get  really  excited  about  the  idea  of  a  partner  that 
could  come  to  the  table  with  that  stuff.” 

Entergy,  however,  has  given  up  for  now.  The  company 
renewed  its  contract  with  SAIC  in  2006  but  “we  lowered 
our  expectations,”  says  Smith.  SAIC,  he  says,  had  done  a 
good  job  managing  IT  as  a  utility  and  cutting  costs.  When 
Hurricane  Katrina  struck,  it  provided  business  continuity 
and  disaster  recovery  services  beyond  reproach.  “There 
wasn’t  a  whole  lot  of  discussion  about  how  responding 
to  the  storm  would  affect  costs  or  service  levels,”  Smith 
says.  “They  stepped  up  and  did  a  dang  good  job.”  That’s 
the  kind  of  priceless  dedication  one  wants  from  an  IT 
provider. 

But  it’s  not  innovation. 

That’s  enough  for  some  of  Smith’s  colleagues.  And 
some  outsourcing  experts  contend  that’s  the  most  one 
can  expect.  The  holy  grail,  says  MIT’s  Ross,  is  that  the 
vendor  delivers  com¬ 


Ideas  for  Sale 
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modity  services  so  well 
that  the  internal  IT  orga¬ 
nization  no  longer  has  to 
worry  about  delivering 
those  services  or  manag¬ 
ing  them  and  so  can  focus 
on  innovation  itself. 

Smith  has  the  option  to  return  to  his  role  as  CIO  of 
Entergy  Nuclear  in  a  few  years.  That  will  be  around  the 
time  Entergy’s  contract  with  SAIC  is  set  to  expire,  and  it 
has  him  thinking.  “There  has  to  be  an  inventive  way  to 
incent  that  innovative  behavior  as  part  of  an  outsourcing 
contract,  or  barring  that,  informal  ways  to  encourage  it,” 
says  Smith. 

“I’d  like  to  push  for  that.”  BQ 


Senior  Editor  Stephanie  Overby  can  be  reached  at  soverby@cio 
.com.  To  comment  on  this  story,  write  to  letters@cio.com. 
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IT  Value  Metrics 


CIOs  are  always  faced  with  pressure  to  justify  their  IT 
expenditures.  Now,  new  research  can  help  correlate 
those  IT  dollars  spent  with  business  value  accrued. 


Reader  ROI 

::  How  to  change  the 

argument  that  IT  is  a  cost 
to  be  contained 

::  How  to  find  the  level  of 
IT  spending  that’s  right 
for  you 

::  A  new  way  to  communicate 
IT’s  ROI  to  the  business 


BY  GALEN  GRUMAN 

For  many  CIOs,  the  budget  story  has  not  been 

a  happy  one  these  last  several  years.  The  economic 
downturn  that  followed  the  dotcom  meltdown,  9/11 
and  the  high-profile  accounting  scandals  that  led  to  the 
Sarbanes-Oxley  Act  negatively  affected  IT  budgets— a 
shock  to  IT  leaders  after  the  go-go,  profligate  nineties. 
Now  IT  budgets  are  beginning  to  grow  again...but  under  an  intense 
level  of  scrutiny  by  executive  management  that  wants  proof  that 
all  those  IT  dollars  actually  redound  to  the  bottom  line.  The  risk 
is  that  while  CIOs  struggle  to  provide  the  business  with  evidence 
of  IT’s  value— as  well  as  its  fiscal  responsibility— they  may  cut 
through  any  remaining  fat  in  their  budgets  right  into  the  bones 
that  support  their  enterprise’s  enabling  technologies. 

This  risk,  and  the  fear  that  comes  with  it,  brings  back  bad  mem¬ 
ories  of  the  days  when  IT  was  regarded  as  a  mere  cost  to  contain 
and  a  part  of  operations,  notes  Howard  Rubin,  president  of  the 
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"Perficient  needed  scalable  business  processes  to  manage 
more  than  1 ,000  team  members,  offices  in  1 6  major  markets 
and  hundreds  of  client  engagements.  And  counting." 


-  Jeff  Davis,  Perficient  President  and  COO 


When  Perficient  grew  by  300%  in  just  3 
years,  they  turned  to  the  leader  in  resource, 
project,  and  portfolio  management. 


To  convert  growth  into  profit,  Perficient  needed  an 


end-to-end  solution  that  would  accommodate  an 


aggressive  growth  strategy  while  enhancing  project 
delivery,  client  satisfaction  and  profitability.  Using 
Primavera,  Perficient  has  optimized  project  ROI  and 
resource  utilization,  streamlined  reporting  and 
compliance  tracking,  and  forecasts  revenues  all  in  a 
single,  scalable  solution. 

Find  out  how  Primavera  helps  Perficient  and  discover 
how  Primavera  might  change  your  organization.  Visit 
www.primavera.com/perficienttoday! 
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IT  Value  Metrics 


Profitability  vs.  Total  Tech  Spend  as  %  of  Net  Revenue 
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Profitability  vs.  Total  Tech  Spend  as  %  of  Operating  Expenses 
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^  Closer  to  the  Line 

Although  most  companies 
track  their  IT  spending  as  a 
percentage  of  net  revenues 
(top),  it  turns  out  that  a  better 
metric— one  that  correlates 
more  strongly  with  business 
performance— is  as  a  percent¬ 
age  of  operating  expenses 
(bottom).  See  how  the  indexes 
for  profitability  are  closer  to 
the  line  in  the  bottom  graph. 
(Shown  here  is  data  for  a 
selection  of  banks.) 

SOURCE:  Howard  Rubin 


consultancy  Rubin  Systems  and  a  research  associate  at  MIT’s 
Center  for  Information  Systems  Research.  That  cost  focus 
changed  in  the  1980s  when  IT  became  part  of  business  strat¬ 
egy  and  the  fiscal  discipline  imposed  on  IT  investments  was 
somewhat  reduced.  “Then,  in  the  1990s,  companies  became 
technology  day  traders— profits  were  rising  and  it  was  very 
easy  [to]  buy  stuff,”  Rubin  says.  “But  when  the  bubble  burst  in 
2000,  companies  said  that  those  investments  had  done  noth¬ 
ing  for  them,  so  they  cleaned  up  their  portfolios.  Technology,” 
Rubin  suggests,  “is  once  again  viewed  as  a  cost.” 

If  true,  that  puts  CIOs  in  a  difficult  position.  “If  IT  is  just 
a  cost,  you  want  to  cut  it,”  notes  Rubin.  But  that  thinking 
forces  CIOs  to  slash  costs  while  at  the  same  time  responding 
to  another  demand  coming  from  the  executive  suites:  to  inno¬ 
vate  and  thereby  grow  the  business. 

How  to  Get  Out  of  the 
Budgetary  Death  Spiral 

Getting  that  balance  wrong  could  result  in  a  race  to  the 
bottom,  says  Bob  Zukis,  a  partner  at  PricewaterhouseCoo- 
pers.  “It  becomes  a  death  spiral,”  he  says.  Cutting  costs  can 


impair  the  CIO’s  ability  to  deliver  technology’s  benefits  to  the 
enterprise,  which  makes  the  enterprise  question  the  value  of 
technology,  which  leads  to  more  cuts,  fewer  benefits  and  less 
value. 

It’s  the  CIO  who  needs  to  make  the  case  that  IT  should  not 
be  regarded  as  a  cost  to  be  contained. 

“The  average  C-level  executive  doesn’t  know  how  to  evaluate 
if  a  technology  investment  is  doing  what  it’s  supposed  to  do,” 
says  Richard  Chang,  CEO  of  the  consultancy  Richard  Chang 
Associates.  Thus,  these  executives  focus  solely  on  cost,  looking 
for  some  easy  metric  such  as  tying  IT  spending  to  a  percent¬ 
age  of  revenue  or  benchmarking  your  IT  spend  against  your 
industry. 

But  “that’s  a  reductio  ad  absurdum,"  argues  Bernard  “Bud” 
Mathaisel,  CIO  of  IT  outsourcer  Achievo  and  former  CIO  of 
Solectron,  Ford  and  Walt  Disney.  “Spending  needs  to  be  in 
context.  If  you’re  in  investment  mode,  your  IT  spend  will  be 
higher  than  for  your  industry  as  a  whole,”  he  says. 

The  trick  is  to  change  the  terms  of  the  discussion.  If  IT  is  a 
cost,  Rubin  points  out,  naturally,  it  needs  to  be  contained.  If, 
however,  IT  is  an  investment,  “you  want  to  manage  it.”  The 
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IT  Value  Metrics 


The  Cloudy  World  of  App  Spending 

When  IT’s  investments  are  calibrated  against 
business  value,  what’s  usually  being  measured 
is  infrastructure.  But  what  about  the  apps? 

Much  of  Howard  Rubin's  research  into  IT  intensity  (see 
this  page)  has  focused  on  infrastructure  spending.  That’s  mostly 
because  that’s  what  companies  have  benchmarked  over  the  years. 
But  infrastructure  spending  is  also  easy  to  monitor  over  time 
because  of  its  ongoing,  lasting  effect  on  operations.  Application 
deployments,  on  the  other  hand,  are  typically  managed  as  projects 
and  are  not  tracked  as  rigorously  or  consistently,  says  Scott  Hol¬ 
land,  senior  business  adviser  at  the  Hackett  Group.  So  it’s  easier 
for  CIOs  to  apply  Rubin’s  IT  intensity  research  to  how  they  invest 
in  technology  infrastructure  or  IT  as  a  whole,  rather  than  apply  it 
directly  to  their  application  portfolio. 

“The  infrastructure  view  is  how  effectively  and  efficiently  you  can 
provision  standard  technologies,"  says  Scott  Abbey,  CTO  of  the  finan¬ 
cial  services  giant  UBS.  “Applications  are  about  how  well  you’re  sup¬ 
porting  a  specific  business  with  a  specific  technology.” 

Rubin  admits  that  much  of  IT’s  business  value  comes  from  appli¬ 
cations,  not  infrastructure.  Infrastructure  is  important,  but  it’s  about 
making  sure  those  value-adding  apps  can  run.  "Applications  have  a 
huge  ripple  effect  on  the  organization,”  concurs  Holland,  even  though 
calculating  that  effect  is  hard.  "It  may  be  difficult  to  have  benchmarks 
on  specific  functions  to  help  guide  your  strategy,"  concurs  UBS’s 
Abbey. 

Compounding  the  difficulty  is  the  issue  of  assessing  the  impact  of 
project  management  on  application  deployments,  as  that  typically 
involves  both  IT  and  business  efforts,  says  one  IT  finance  manger. 
“We  tried  Balanced  Scorecards,  with  mixed  results,"  he  notes. 

Because  there’s  less  data  on  how  application  spending  (as 
opposed  to  infrastructure  spending)  contributes  to  business  perfor¬ 
mance,  CIOs  need  to  rely  more  on  their  judgment  than  on  their  met¬ 
rics,  Rubin  acknowledges.  But  CIOs  should  at  least  understand  that 
the  two  will  need  separate  spending  and  management  strategies— 
and  perhaps  even  have  separate  lieutenants  better  skilled  in  each 
area.  “That’s  why  some  organizations  separate  their  application 
costs  from  their  infrastructure  costs,”  says  Bernard  "Bud"  Mathaisel, 
CIO  of  Achievo.  “Still,  it  takes  a  deep  understanding  of  causality  to 
understand  what’s  going  on,"  he  adds.  -G.G. 


key  is  to  make  the  argument  convincing. 

After  all,  every  CIO  tells  his  execs  that 
the  money  he  wants  to  spend  on  tech¬ 
nology  constitutes  a  critical  business 
investment. 

“The  holy  grail  is  to  understand  the 
inflection  point  of  how  much  to  invest  in 
technology,”  says  Jim  Noble,  managing 
director  of  global  infrastructure  solutions 
at  Merrill  Lynch. 

Rubin  says  he  has  found  a  way  to 
help  CIOs  permanently  alter  the  nature 
of  technology’s  conversation  with  the 
business.  Based  on  25  years  of  industry 
benchmarking  and  research  as  an  execu¬ 
tive  at  the  Meta  Group,  IBM  and  Price Wa- 
terhouseCoopers,  plus  direct  consulting 
with  dozens  of  large  enterprises,  Rubin 
now  believes  he  can  show  which  spending 
metrics  correlate  to  real  business  value 
and  how  individual  companies  compare 
to  peers  within  specific  aspects  of  their 
technology  portfolios.  The  happy  conse¬ 
quence  will  be  to  allow  CIOs  to  focus  their 
spending  assessments  more  deeply. 

“This  research  will  turn  up  the  heat 
significantly  on  CIOs  who  can’t  prove 
their  value  creation,”  says  Pricewater- 
houseCoopers’  Zukis,  since  now  there 
is  a  way  for  them  to  do  so.  “The  days  of 
‘trust  me’  are  over,”  concurs  David  Howe, 

North  American  vice  president  for  bench¬ 
marking  at  Gartner. 

New  Math: 

The  Theory 

Rubin's  research  reveals  two  key 

concepts  that  can  enable  CIOs  to  see 
whether  their  IT  investments  are  return¬ 
ing  real  business  value: 

■  Measuring  IT  spend  against  two 
factors— operating  expense  and  net  rev¬ 
enue— is  a  more  accurate  gauge  of  IT 
effectiveness  than  the  traditional  metric 
of  measuring  solely  against  net  revenue. 

■  Enterprises  that  spend  slightly  more 
than  their  peers  tend  to  have  better  busi¬ 
ness  results.  But  after  a  certain  point, 
that  extra  spending  does  no  good.  Rubin  calls  the  sweet  spot 
of  extra  but  not  exorbitant  spending  “optimal  IT  intensity.” 
He  calculates  IT  intensity  by  comparing  the  IT  spend  to  both 
the  operating  expense  and  net  revenue,  and  has  developed  IT 
intensity  curves  that  help  CIOs  see  if  they  are  underinvesting. 


investing  an  optimal  amount  or  overinvesting.  (Rubin  com¬ 
pares  the  IT  intensity  number  to  profit  to  determine  what  the 
optimal  amount  is  for  a  given  industry.  See  “The  IT  Intensity 
Curve,”  Page  62.) 

Although  Rubin’s  research  is  based  on  more  than  two 
decades  of  work,  his  key  conclusions  have  crystallized  only 
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in  the  last  year.  But  he  is  now  working  with  several  CIOs  to 
put  his  theory  to  the  test.  Intuitively,  his  findings  make  sense, 
they  say. 

“Now  we  can  understand  in  an  actionable  way  where  we  are 
underinvesting  and  [where  we’re]  perhaps  overinvesting,”  says 
Merrill  Lynch’s  Noble. 

“We  realized  we  needed  a  better  comparison  to  be  able  to 
evaluate  [IT  spending]  on  a  more  holistic  basis,”  says  John 
Comisky,  vice  president  of  services  operations  at  Verizon. 

“The  discipline  of  going  through  something  like  this  pro¬ 
vides  a  great  deal  of  credibility  with  the  senior  management 
and  at  the  board  level,”  notes  Rob  Leeming,  chief  adminis¬ 
trative  officer  for  IT  infrastructure  at  financial  services  pro¬ 
vider  UBS. 


the  highest-level  comparisons.  “Even  then,  the  benchmarks 
were  pretty  worthless,”  says  Merrill  Lynch’s  Noble.  And  the 
data  was  insufficiently  detailed  to  allow  companies  to  compare 
specific  aspects  of  their  IT  spending  versus  that  of  other  com¬ 
panies.  “There  was  a  danger  of  comparing  apples  to  oranges,” 
Noble  says. 

But  Noble  believes  that  Rubin’s  two  decades  of  benchmark¬ 
ing  has  created  a  database  for  the  financial  services  sector  that 
allows  finer  grained  comparisons,  a  key  step  to  understanding 
real  trends  over  time  and  distinctions  between  competitors. 

Rubin’s  own  analysis  of  IT  spending  compared  to  a  compa¬ 
ny’s  financial  performance  made  him  question  the  traditional 
measure  of  IT  ROI,  typically  arrived  at  by  dividing  the  IT 
spend  into  net  revenue.  The  assumption  behind  that  measure- 
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These  IT  leaders  note,  however,  that  it  will  be  a  few  years 
before  they  know  how  well  Rubin’s  theories  play  out  in  prac¬ 
tice.  And  the  numbers  don’t  provide  insight  on  how  to  get  the 
most  bang  for  your  IT  buck,  just  that  slightly  higher  spend¬ 
ing  correlates  to  better  business  results.  (For  the  difficulty  of 
assessing  spending  on  applications,  see  “The  Cloudy  World 
of  App  Spending,”  Page  60.)  “It’s  not  clear  if  [IT  intensity]  is  a 
cause  or  an  effect,”  says  Scott  Abbey,  CTO  of  UBS.  There  is,  it 
seems,  still  an  art  to  IT  investment,  not  just  math. 

New  Math: 

The  Practice 

Benchmarking  yourself  against  previous  investments 
and  the  investments  of  your  peers  is  nothing  new.  But  histori¬ 
cally,  the  available  data  was  hard  to  use  for  anything  more  than 


ment  was  that  net  revenue  should  rise  proportionally  to  the 
IT  spend.  Consequently,  if  revenue  did  not  rise  with  a  higher 
spend,  the  investment  should  be  adjusted  accordingly.  Or  more 
simply,  the  IT  spend  should  be  limited  to  a  set  percentage  of 
net  revenue.  But  such  a  calculation,  in  Rubin’s  view,  ignores 
periods  of  investment  and  market  change,  which  is  why  he 
suspects  it  hasn’t  correlated  well  with  business  results. 

Rubin  therefore  began  experimenting  with  other  calcula¬ 
tions  and  found  that  IT  spending  as  a  measure  of  business 
success  correlated  much  better  to  another  factor:  operating 
expenses.  He  believes  that  comparing  the  IT  spend  to  operating 
expenses  better  accounts  for  shifts  in  corporate  realities:  enter¬ 
ing  new  markets,  making  previously  deferred  upgrades  to  the 
IT  infrastructure  and  other  capital  improvements  to  competi¬ 
tiveness  and  efficiency,  not  to  mention  reacting  to  market  shifts. 
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The  sky  is  not  the  limit.  Rubin  found  no  examples  of  any  type  of 
financial  institution  outperforming  its  peers  by  spending  more 
than  14.1  %  of  operating  expenses  on  technology— essentially 
demonstrating  that  for  banks  at  least,  there’s  a  ceiling  for  IT 
investments. 


While  Rubin  can’t  prove  that  this  is  the  reason  for  the  better 
correlation  to  business  results  that  he  derived  from  comparing 
IT  spending  to  operating  expenses  rather  than  net  revenue,  the 
prima  facie  evidence  comes  from  calculations  across  hundreds 
of  companies  in  more  than  a  dozen  industries.  So  for  compa¬ 
nies  looking  for  a  yardstick  to  measure  normalized  IT  spend¬ 
ing  trends  over  time,  Rubin  says  his  metric  does  a  better  job, 
especially  because  it  employs  two  factors  a  business  can  con¬ 
trol:  operating  expenses  and  IT  spending.  But  enterprises  still 
need  to  track  the  IT  spend  against  net  revenue,  Rubin  notes, 
even  though  revenue  is,  ultimately,  not  something  anyone  can 
control.  “You  don’t  want  to  spend  money  you  don’t  have,  so  you 
have  to  be  aware  of  that  figure,”  he  says. 

IT  Intensity: 

Howto  Find 
the  Sweet  Spot 

Further  research  showed  Rubin  that  comparing  IT 
spending  to  operating  expense  in  order  to  measure  IT’s  impact 
on  business  performance  was  not  the  answer  to  determining 
whether  the  right  amount  of  money  was  being  invested  in  tech¬ 
nology.  It  turns  out  that  calculating  the  relationship  between 
the  IT  spend  as  a  percentage  of  operating  expenses  and  the 
spend  as  a  percentage  of  net  revenue  is  what  a  CIO  needs  to  do 
to  arrive  at  an  optimal  IT  investment  for  his  business.  Rubin 


believes  this  is  true  because  the  triangulation  that  occurs  when 
these  two  calculations  are  used  can  better  account  for  the  inter¬ 
play  between  IT  investment  (operational  expenses)  and  fiscal 
reality  (net  revenue)  and  thereby  provides  a  dynamic  measure¬ 
ment  for  an  intrinsically  dynamic  environment.  This  helps  the 
CIO  make  sufficient  investments  when  the  revenue  is  there  but 
throttle  back  when  it  isn’t— while  alerting  management  to  the 
fact  that  the  situation  is,  indeed,  dynamic.  The  downshifting 
on  investment  can  then  be  understood  as  temporary  so  as  not 
to  threaten  future  profits. 

That  triangulation  led  to  Rubin’s  IT  intensity  concept,  which 
is  that  there  is  a  sweet  spot  for  technology  spending.  For  most 
enterprises,  that  means  spending  more  as  both  a  percentage 
of  operating  expenses  and  of  net  revenue  than  they  are  now 
doing.  “The  objective  analysis  shows  that  spending  wisely  and 
applying  IT  intensity  analysis  can  get  you  more  return,”  says 
Gartner’s  Howe. 

But  the  research  does  not  mean  the  sky’s  the  limit.  Rubin’s 
calculations  show  that  technology  investments  hit  a  satura¬ 
tion  point  after  which  no  further  business  value  is  obtained. 
For  example,  he  found  no  examples  of  any  type  of  financial 
institution  outperforming  its  peers  by  spending  more  than 
14.1  percent  of  operating  expenses  on  technology— essentially 
demonstrating  that  for  banks  there’s  a  ceiling  for  IT  invest¬ 
ments.  For  the  subcategory  of  investment  banks,  that  ceiling 


Optimal  Spending  ^ 

By  triangulating  IT  spending 
as  a  percentage  of  operating 
expenses  and  as  a  percentage 
of  net  revenues,  enterprises 
can  calculate  where  they  fall 
on  the  IT  intensity  curve.  A 
position  to  the  left  of  the  apex 
shows  additional  IT  invest¬ 
ments  should  aid  business  per¬ 
formance,  while  a  position  to 
the  right  of  the  apex  indicates 
spending  that  is  no  longer  aid¬ 
ing  business  performance. 

SOURCE:  Howard  Rubin 


The  IT  Intensity  Curve 
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IT  Value  Metrics 


was  13.1  percent.  For  spending  as  a  percentage  of  net  revenue, 
the  figures  were  9.1  and  8.2  percent. 

Rubin  has  created  IT  intensity  charts  for  more  than  a  dozen 
industries  based  on  historical  IT  spending  and  their  financial 
results.  All  show  the  same  basic  IT  intensity  curve  and  the 
sweet  spot  at  its  apex,  although  the  curve  itself  differs  from 
industry  to  industry.  That  makes  sense,  says  Gartner’s  Howe, 
because  business  models  and  degree  of  dependence  on  IT  to 
deliver  business  functions  vary  across  industries. 

There  are  also  variances  within  industries.  This  means  that 


At  Verizon  “we  now  have  a  more  in-depth  viewpoint  about 
our  spend  that  lets  us  lower  the  cost  of  maintenance  and  infra¬ 
structure  while  at  the  same  time  improving  the  quality  of  ser¬ 
vices,”  says  Comisky.  “This  lets  you  spend  your  dollars  on  the 
efforts  you  think  are  better  for  productivity.” 

At  UBS,  Abbey  says,  “We  start  with  a  view  of  the  desired 
outcomes  for  each  of  the  businesses,  then  derive  from  that  an 
overall  technology  strategy  that  we  can  test  with  benchmarks 
to  see  if  we’ve  got  out  of  it  what  we  expected  and  to  understand 
that  if  that  was  or  wasn’t  the  case.”  Even  if  Rubin’s  research 


There’s  no  magic  formula  to  justify  IT  budget,  no  wand  to  wave 
that  guarantees  that  real  business  benefit  will  pop  out  of  the 
technology  investment  hat.  But  good  CiOs  shouldn’t  be  looking 
for  magic,  says  Rubin.  They  should  be  using  their  skills  in  the 
science  and  art  of  IT  to  manage  it  as  the  critical  investment  it  is. 


you  can’t  just  pick  the  IT  intensity  curve  for  your  industry  and 
automatically  align  your  spending  to  it,  Howe  says.  “People 
don’t  spend  their  dollars  equally  wisely,”  he  explains. 

But  the  pattern  holds  despite  these  variances  because  the 
variables  to  factor  in— labor  rates,  multiplicity  of  platforms, 
geographic  dispersion  and  market  volatility,  for  example— are 
still  finite. 

The  Art  of  IT  Investing 

While  Rubin's  research  provides  a  way  for  CIOs  to 
calibrate  their  spending  to  optimize  the  chances  for  business 
success,  it  doesn’t  guarantee  that  success.  That’s  because, 
Rubin  notes,  the  wise  selection  of  technology  initiatives  (in 
other  words,  IT  strategy)  and  good  execution  are  always  criti¬ 
cal  to  gaining  positive  results.  And  that’s  where  the  art  comes 
in.  CIOs  who  can  do  the  math  but  flunk  the  art  will  not  be  able 
to  use  any  extra  money  they  pry  out  of  their  CEOs  to  improve 
business  performance  or  create  new  value. 

Even  effective,  artful  CIOs  will  get  different  results  from 
similar  spending.  “Companies  will  drive  to  different  results 
based  on  how  they  answer  the  questions  the  data  poses,”  says 
Grande  Bucca,  managing  director  for  investment  banking, 
research,  legal  and  compliance  technology  at  Merrill  Lynch. 
“We  look  at  our  investments  against  our  business  goals,  and 
we  can  change  the  order  of  them  or  their  emphasis  based  on 
that  assessment.”  That  metrics-driven 
approach  is  key,  says  Accenture  CIO 
Frank  Modruson.  “The  top-perform¬ 
ing  companies  manage  by  metrics,”  he 
notes,  giving  them  both  detailed  data 
to  validate  their  IT  decisions  and  early 
warning  signals  when  those  judgments 
are  off. 


improves  a  CIO’s  ability  to  understand  his  spending’s  impact 
on  business  performance,  achieving  efficiency  should  not  be 
ignored,  says  Gartner’s  Howe.  “Finding  each  dollar  through 
increased  efficiency  is  still  a  worthy  cause,”  he  says.  “You  can 
spend  those  dollars  for  whatever  has  the  best  return,  whether 
that’s  in  IT  or  not.” 

Separate  research  at  the  BTM  Institute,  an  industry  think 
tank,  reinforces  the  idea  that  smart  technology  management 
is  essential  to  getting  the  desired  return  on  IT  investments.  Its 
research  shows  that  companies  that  treat  IT  as  a  driver  of  busi¬ 
ness  growth  get  better  financial  performance  and  “that  doesn’t 
necessarily  mean  they’re  spending  more  on  technology,”  says 
Faisal  Hoque,  the  institute’s  chairman. 

Other  research  shows  that  companies  that  have  managed 
the  complexity  of  their  IT  by  building  well-conceived  systems 
rather  than  throwing  a  lot  of  technology  at  the  wall  to  see  what 
sticks  get  higher  value  from  their  IT  spend,  notes  Pricewater- 
houseCoopers’  Zukis. 

At  the  end  of  the  day,  there’s  no  magic  formula  to  justify  IT 
budgets,  no  wand  to  wave  that  guarantees  that  real  business 
value  will  pop  out  of  the  technology  investment  hat.  But  good 
CIOs  shouldn’t  be  looking  for  magic,  says  Rubin.  They  should 
be  using  their  skills  in  the  science  and  art  of  IT  to  manage  tech¬ 
nology  as  the  critical  investment  it  is. 

“The  CIO,”  concludes  Rubin,  “is  a  fund  manager  who  needs 
to  get  the  right  return  on  his  investment 
for  the  risk  assumed— and  who  must  make 
sure  his  portfolio  is  managed  well.”  HID 


Galen  Gruman  is  a  frequent  contributor  to  CIO. 
You  can  reach  him  at  ggruman@zangogroup 
.com.  Send  feedback  on  this  article,  to  letters@ 
cio.com. 


Join  the  Methodology  Debate 


Can  VALUE  METHODOLOGIES  really  prove 
IT’s  worth  to  the  business?  Three  experts 
weigh  in  on  whether  this  is  a  possible 
dream  at  www.cio. com/article/103059. 
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in  the  industry,  in  almost  every  technology  category  imaginable.  Our  dedicated  account  managers  and  technology 
specialists  can  offer  advice  and  create  solutions,  from  the  simple  to  the  complex.  We  even  have  a  full  range  of  custom 
configuration  services  at  your  disposal.  So  when  you  need  IT  help,  think  CDW.  We're  there  with  whatever  you  need, 
whenever  you  need  it. 


RFID 


The  man  in  charge  of  keeping  America’s  stores  stocked  with 
Kleenex  and  Huggies  reveals  the  company’s  best  practices  for 
making RFID  work  by  thomas  wailgum 


Kimberly-Clark  has  been  around  for  many  years— 135  to  be 
exact.  And  while  it  may  not  be  a  household  name,  the  company’s 
roster  of  products  and  brands  certainly  are:  Kleenex,  Scott,  Hug¬ 
gies  and  Pull-Ups,  just  to  name  a  few.  According  to  the  company, 
1.3  billion  people  use  its  products  every  day, 
contributing  to  $16.7  billion  in  sales  last  year. 

Behind  the  nurturing  and  homey  images  of 
those  powerhouse  brands  is  a  company  with 
operations  in  37  countries  and  a  global  supply 
chain  that  enables  Kimberly-Clark  to  sell  its 
wares  in  150  countries. 

As  one  of  Wal-Mart’s  top  suppliers,  Kim¬ 
berly-Clark  got  onboard  the  RFID  revolution 
early  and  has  been  one  of  the  technology’s 
most  ardent  supporters.  Mark  Jamison,  vice 


president  of  customer  supply  chain  management,  talked  with 
CIO  Senior  Writer  Thomas  Wailgum  about  the  company’s  over¬ 
all  supply  chain  strategy,  how  RFID  fits  into  the  mix  and  how 
to  make  RFID  work  for  the  business. 

CIO:  What’s  the  overall  supply  chain  manage¬ 
ment  strategy  at  Kimberly-Clark? 

Mark  Jamison:  Our  goal  is  to  evolve  the  capa¬ 
bilities  of  our  supply  chain  to  a  demand-driven 
supply  network.  One  of  the  keys  to  achieving 
that  vision  is  to  have  a  highly  integrated  suite  of 
supply  chain  systems  that  provide  end-to-end 
visibility  and  as  close  to  real-time  information 
as  possible. 

About  four  years  ago,  we  started  redesigning 


Reader  ROI 

::  How  to  manage 
real-time  data 

::  Why  redesigning 
business  processes 
is  the  key  to  success 

::  Howto  involve 
the  business  in  the 
implementation 
process 
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RFID 


“Our  strategy  around  RFID  has  been  to  focus  on  business 
processes  and  develop  repeatable,  scalable  processes 

that  are  enabled  by  the  technology."-MARK jamison. vr  kimberly-clark 


our  supply  chain  business  processes  and  integrating  our  sys¬ 
tems  to  that  end.  The  first  business  process  we  redesigned  was 
forecast-to-stock.  We  chose  to  go  with  SAP’s  APO  [Advanced 
Planner  and  Optimizer]  product,  and  we  finished  putting  that  in 
the  fourth  quarter  of  last  year.  Following  that  was  the  redesign 
of  our  order-to-cash  business  processes,  and  we  have  chosen 
an  SAP  solution  for  this  system  as  well. 

When  we  implement  our  new  order-to-cash  system,  we  will 
have  an  integrated  suite  of  systems,  and  all  of  our  users  will  be 
working  with  the  same  information  as  close  to  real  time  as  pos¬ 
sible.  In  addition,  we  are  developing  strategies  to  better  leverage 
downstream  data  in  our  business  processes  for  supply  chain, 
category  management  and  consumer  insights. 

Supply  chain  integration  with  other  enterprise  systems  is  the 
holy  grail  of  making  supply  chain  management  (SCM)  sys¬ 
tems  pay  off.  How  big  a  part  of  your  SCM  strategy  is  focused 
purely  on  integration? 

It  was  a  key  driver,  but  it  wasn’t  the  only  driver.  Historically, 
our  business  processes  were  managed  with  what  I  described 
as  a  “patch  quilt”  of  systems.  There  was  a  lot  of  handing  off  of 
information  up  and  down  the  supply  chain.  Not  everyone  was 
working  with  the  same  information— and  not  even  close  to  real¬ 
time  information.  And  what  that  tends  to  drive  in  the  supply 
chain  is  surprises,  variability  and  waste.  We  believe  that  getting 
to  the  end  state  of  high-level  integration  will  allow  us  to  have  a 
more  finite  supply  chain  and  help  us  to  manage  that  variability 
and  take  the  waste  out. 

At  Kimberly-Clark,  how  critical  is  the  management  of  the 
supply  chain  function  for  those  executives  not  on  the  inside 
of  the  process?  How  much  do  they  care  to  know  about  it? 

It’s  critical  in  many  ways,  but  especially  to  working  collabora- 
tively  with  your  customers  on  common  objectives.  Supply  chains 
that  provide  high  levels  of  service  for  in-stock  at  retail  and  on- 
time  delivery,  in  a  cost-effective  manner,  can  be  a  competitive 
advantage  that  can  be  leveraged  to  help  grow  the  business. 

You  mentioned  real-time  data.  There  are  potential  downsides 
to  real-time  data— for  example,  making  too-quick  decisions 
based  on  supply  chain  information  that  is  not  fully  fleshed 
out.  In  addition,  the  term  “real-time  data”  can  mean  differ¬ 
ent  things  to  different  companies.  What  does  real-time  data 
entail  at  Kimberly-Clark? 

[Real-time  data]  improves  your  ability  to  see  what’s  going  on  in 
the  marketplace  and  to  understand,  in  a  very  timely  manner, 


what’s  happening  with  the  promotions,  what’s  happening  with 
a  product  in  production.  And  it  enables  you  to  respond,  from  a 
supply  chain  perspective,  in  a  more  cost-effective  manner,  and 
in  a  manner  that  helps  you  increase  your  stock  levels  and  keep 
things  on  the  shelf. 

Now  that  doesn’t  mean  to  us  that  we  need  real-time  data 
at  an  hourly  level.  But  we  certainly  want  to  look  at  it  in  eight- 
to  16-hour  buckets  so  that  we  do  get  a  very  timely  read  as  to 
what’s  happening  in  the  marketplace.  (For  more  on  the  risks 
and  rewards  of  real-time  data  in  the  supply  chain,  see 
“Managing  the  Flow  of  Real-Time  Data”  at  www.cio.com/article/ 
26674.) 

Other  supply  chain  executives  whom  I  have  spoken  with  have 
told  me  about  the  “aha”  moment  when  their  supply  chain 

! 

users  finally  got  the  real-time  or  more  up-to-date  data  they 
had  always  wanted.  Did  this  happen  at  Kimberly-Clark? 

It  did,  when  we  implemented  APO.  Now,  we  won’t  realize  the 
full  benefit  of  our  integration  until  our  order-to-cash  is  fully 
implemented.  But  when  we  implemented  APO,  our  produc¬ 
tion  planners  saw  an  immediate  improvement  to  their  ability  to 
service  promotions  because  of  improved  visibility  to  real-time 
|  demand  information. 

Kimberly-Clark  has  been  a  major  driver  on  RFID  adoption. 
What  can  you  tell  me  about  RFID  in  2007  and  how  you  are 
using  the  technology? 

Our  strategy  around  RFID  has  been  to  focus  on  business  pro¬ 
cesses  and  develop  repeatable,  scalable  processes  that  are  enabled 
by  the  technology.  The  reason  I  start  out  with  that  is  you  read  a  lot 
about  whether  companies  are  getting  value  from  RFID.  When  we 
dug  deep  into  those  examples,  it  was  because  [those  companies] 
really  operated  in  a  “slap  and  ship”  mode. 

The  technology  in  and  of  itself  is  not  going  to  bring  value  to 
the  supply  chain.  The  value  to  the  supply  chain  comes  from 
reengineering  your  business  processes  and  enabling  [those] 
new  processes  to  work  with  the  technology. 

Can  you  give  an  example? 

A  perfect  example  of  that  is  in  what  we’ve  done  in  the  area  of 
promotional  execution.  We  found  that  only  55  percent  of  the  time 
our  promotional  displays  were  moving  to  the  floor  in  time  to  meet 
our  promotion,  or  advertising,  dates.  And  that  was  missing  a  real 
opportunity  to  get  that  product  out  to  our  customers  along  with 
our  retail  partners. 

So  we  redesigned  the  business  process  that  tracks  execution 
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WHEN  INFORMATION  AVAILABILITY  MATTERS 


SunGard.  Setting  new  standards  for 
Information  Availability  by  delivering 
a  range  of  solutions  that  meet  your 
specific  availability  objectives.  Flexible 
enterprise  wide  solutions  from  IT 
management  to  Advanced RecoverySM. 
2,500  experts.  Three  decades  of 
experience.  100%  successful 
recovery  track  record. 

To  see  how  SunGard  can  help 
improve  your  IT  availability  stop 
by  www.availability.sungard.com 
or  call  800-871-5857  today. 


SUNGARD 

Availability  Services 


Keeping  People 
and  Information 
Connected'. 


680  East  Swedesford  Road,  Wayne  PA  19087 
800-468-7483  |  www.availability.sungard.com 


rir. 


TO  SEE  THE  TOP  SEVEN  ROADBLOCKS  COMPANIES  FACE  IN  ACHIEVING  INFORMATION  AVAILABILITY 
AND  FIND  OUT  HOW  TO  AVOID  THEM  VISIT  WWW.AVAILABILITY.SUNGARD.COM/IAv 


'  . 


RFID 


"We  have  to  bring  a  solid  business  case  forward.  Solving  business 
problems  and  finding  real-world  business  results— that 

enables  us  to  get  money  for  the  program. "-mark  jamison 


of  our  retail  displays  on  sales  floors.  We  developed  daily  reports, 
based  on  real-time  data  and  we  included  our  retail  operations 
people  in  the  process  so  that  on  a  daily  basis  we  can  identify 
those  stores  which  have  not  executed  the  promotions.  The  retail 
operations  people  can  then  be  dispatched  to  go  into  the  stores 
of  our  retail  partners,  and  we  can  get  that  display  and  product 
immediately  on  the  floor. 

Shortly  after  we  implemented  the  new  process,  we  saw  our 
execution  of  promotional  displays  improve  from  55  percent  to 
more  than  75  percent.  We  also  saw  a  corresponding  increase  in 
point  of  sale.  So  while  we  saw  the  execution  improve,  we  also 
saw  sales  increase  at  a  corresponding  rate.  That’s  an  excellent 
example  of  how  RFID,  in  combination  with  redesigning  a  busi¬ 
ness  process,  can  have  big  effect  on  the  supply  chain. 

Is  this  working  for  specific  products? 

This  specific  process  we  have  focused  on  is  with  the  Depend 
[adult  incontinence]  health-care  product.  The  reason  why  this 
is  very  critical  for  us  is  that  we  have  a  first-of-the-month  pro¬ 
motion  for  that  product  because  that’s  when  many  of  our  con¬ 
sumers  receive  their  Social  Security  checks,  and  we  want  that 
product  available  when  they  go  shopping. 

Do  you  think  these  kinds  of  examples— that  show  real  RFID- 
enabled  results— are  what  the  industry  needs  to  keep  the 
RFID  momentum  going? 

I  think  it  is,  and  that’s  one  of  the  reasons  why  Kimberly-Clark  is 
willing  to  show  examples  [of  RFID  successes].  We  really  believe 
that  for  RFID  to  work  there  has  to  be  wide  adoption. 

There  has  been  some  dissatisfaction  with  RFID  tags  and 
read  rates  of  the  RFID  readers— some  products,  such  as 
those  that  contained  liquids  or  had  metal,  didn’t  work  so 
well.  Do  you  feel  you’re  getting  good  returns  on  Kimberly- 
Clark’s  investment,  and  are  you  satisfied  with  the  technol¬ 
ogy  results? 

Our  products  are  pretty  RFID-friendly— lots  of  bulk  paper 
products.  Our  read  rates  are  well  over  95  percent,  so  we  are 
very  comfortable  with  the  accuracy  of  [our  technology].  There 
are  some  products  in  the  marketplace  that  still  are  challeng¬ 
ing  and  are  not  RFID-friendly— metals  and 
glass  and  products  with  liquids.  But  I’m  not 
a  good  expert  in  that  area. 


Thinking  About  RFID? 


challenge.  Are  you  finding  that  there  are  enough  software 
products  available  to  make  this  work? 

Yes.  In  the  example  of  the  promotional  execution,  we  were  work¬ 
ing  with  a  software  provider  called  Oat  Systems.  What  they  have 
given  us  is  that  supply  of  information  that  is  actionable.  We  don’t 
have  to  do  a  lot  of  data  mining  ourselves.  We’re  also  working  with 
another  company  called  TrueDemand  on  replenishment. 

Another  RFID  challenge  is  ensuring  that  one  person— or  one 
group— takes  ownership  of  the  overall  implementation,  espe¬ 
cially  because  an  RFID  program  can  span  so  many  different 
functions.  How  have  you  dealt  with  that? 

We  have  created  two  teams  at  Kimberly-Clark  to  develop  RFID 
capabilities.  The  first  is  focused  on  technological  capability  such 
as  tag  performance  and  readers.  This  team  is  part  of  our  Process 
and  Technology  Development  organization.  The  second  team 
is  focused  on  utilizing  RFID  to  develop  insights  and  enhance 
business  processes.  This  team  is  part  of  the  Customer  Supply 
Chain  organization  and  works  directly  with  our  customers  to 
develop  these  capabilities. 

Has  there  been  any  pushback  on  RFID  funding  over  the  years? 

Obviously  we  have  to  bring  a  solid  business  case  forward,  but 
so  far  we’ve  been  successful.  And  that’s  because  we  are  focused 
on  solving  business  problems  and  finding  real-world  business 
results— and  that  enables  us  to  get  money  for  the  program. 

Are  there  other  applications  of  RFID  that  Kimberly-Clark  is 
looking  at  for  the  future? 

We’re  starting  to  pilot  trailer  management.  In  our  large  distribu¬ 
tion  center,  we  have  some  500  to  700  trailers  parked  in  the  yard. 
We’re  looking  at  a  process  where  we  can  track  the  location  and 
the  identity  of  those  trailers.  When  a  trailer  comes  in  the  yard, 
we’ll  apply  an  RFID  tag.  We  believe  we’ll  be  able  to  improve  the 
accuracy  of  information  and  cut  down  on  the  amount  of  time  it 
takes  to  track  trailers  in  our  yard. 

In  the  supply  chain,  potentially,  we  could  bring  RFIDs  back 
into  the  manufacturing  environments,  and  trace  raw  materi¬ 
als.  We’ve  found  that  the  bigger  payback  in  the  short  term  for 
us  has  been  reducing  out-of-stocks  on  the  shelf.  But  we  believe 
there  are  a  lot  more  opportunities  with 
RFID.  BID 


Integrating  the  new  RFID  data  into  enter¬ 
prises’  back-end  systems  has  been  a 


For  more  about  RFID  read  YOUR  RFID 
BATTLE  PLAN  at  www.cio.com/ 
article/128652. 

cio.com 


Senior  Writer  Thomas  Wailgum  can  be  reached 
at  twailgum@cio.com.  Send  feedback  on  this 
article  to  letters@cio.com. 
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Our  audiovisual  solutions  are  all  business.  Fully-customized. 
Seamlessly  integrated.  Engineered  using  the  latest  technologies. 
Designed  to  fit  your  company’s  needs,  business  culture,  and 
architectural  vision. 


Training  facilities.  Boardrooms.  Conference  rooms.  Cafeterias.  Kiosks. 
Our  vision  is  infinite,  our  execution  is  unparalleled. 


To  download  your  informative  white  paper,  please  visit 
www.aviinc.com/cio6 


Or  set  up  a  consultation  by  calling  toll-free  866.634.7265 
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IDEAS  &  INSIGHTS  FROM  THE  CIO  EXECUTIVE  COUNCIL  ::  WRITTEN  BY  CARRIE  MATHEWS 


CIOs  Are  People  Who  Need  People 


Opportunities  for  relationship  building  occur 
every  moment  of  a  CIO’s  workday.  Whether  it’s 
attending  meetings,  dropping  by  a 
peer’s  office  or  spending  a  few  days  at  an  offsite, 
a  CIO  is  constantly  in  the  process  of  forging 
ties.  Solid  relationships  are  the  foundation 
for  nearly  every  professional  ambition  a  CIO 
could  have  and  they  shape  the  enterprise’s 
perception  of  its  CIO.  CIO  Executive  Council 
members  discussed  relationship  best  practices 
at  their  recent  General  Assembly  in  Carlsbad, 

Calif.,  and  offer  these  tips  for  developing,  maintaining  and 
leveraging  strong  relationships. 


Tom  Langston 


1.  Identify  Your  Targets 

The  most  important  part  of  the  relationship-building  pro¬ 
cess  is  identifying  whom  to  cultivate.  “It  was  pretty  easy 
for  me  to  find  my  initial  targets— the  seven  senior  execu¬ 
tives  that  along  with  me  report  in  to  the  CEO,”  says  Jeanine 
Wasielewski,  CIO  at  Coors  Brewing  Company.  When  she 
was  promoted  to  the  CIO  role  in  2006,  Wasielewksi  was 
asked  to  leverage  her  IT  expertise  to  move  the  business 
strategy  forward.  The  other  members  of  the  CEO  team, 
including  the  CMO,  chief  supply  chain  officer,  chief  rev¬ 
enue  officer  and  the  CFO,  are  the  architects  of  the  business 


strategy  and  therefore  made  ideal  relationship  targets. 

Linda  Gilpin,  associate  CIO  for  Enterprise  Services  at  the 
Internal  Revenue  Service,  looked  to  her  peers 
for  advice.  “Since  I  came  to  the  IRS  externally, 
I  needed  to  build  strong  relationships  quickly,” 
Gilpin  says.  “I  talked  to  everyone  I  could,  got 
their  suggestions  and  set  up  meetings  with  a 
multitude  of  stakeholders.” 

Tom  Langston,  CIO  at  $2.1  billion  SSM 
Health  Care  System,  keeps  his  eye  on  new 
hire  announcements.  “Whenever  I  see  a  new 
president  or  VP  arrive,  I  make  it  a  point  to  introduce  myself 
and  emphasize  the  value  of  his/her  role  as  an  IT  customer,” 
says  Langston. 

2.  Meet  and  Greet 

The  first  meeting  is  just  the  start  of  the  relationship;  what 
happens  next  is  about  building  credibility  and  trust.  Just  as 
doctors  make  rounds  to  gather  more  information,  Langston 
visits  with  executives,  end  users  and  IT  support  staff  in  hos¬ 
pitals  across  the  system.  “I  meet  with  the  CEO  or  CFO  and 
talk  to  them  about  what  we  can  be  doing  in  IT  to  make  them 
more  successful,”  says  Langston.  Langston  says  the  value  of 
face  time  cannot  be  overstated. 

Several  Council  mem-  Continued  on  Page  76 


Relationship  Template 


Michael  Whitmer,  CIO  of  Hud¬ 
son  North  America,  created 
a  document  when  he  came  to 
the  company  that  listed  key 
stakeholders,  their  roles  and 
specific  questions  to  ask  each. 
For  example: 

►  Who  are  the  key  people  in 
your  organization  with  whom  I 
should  develop  a  relationship? 

►  What  improvement  can  IT 
make  to  support  your  organi¬ 
zation  better? 


►  Who  in  IT  currently  provides  you 
with  excellent  service? 

►  Are  there  any  projects  IT  can  sup¬ 
port  in  order  for  your  organization  to 
run  more  effectively? 

Whitmer  formulated  a  plan  and 
now  holds  regular  follow-up  discus¬ 
sions  to  build  solid  relationships. 

Companywide  CIO  Blog 

Whitmer  is  turning  his  Web-based  IT 
team  newsletter  into  a  CIO  blog.  The 
newsletter,  published  monthly,  high¬ 


lights  both  professional  and  personal 
information  to  build  and  maintain 
strong  relationships  among  team 
members.  The  blog  will  contain  simi¬ 
lar  topics  but  Whitmer  will  be  able  to 
update  it  more  frequently  and  show  a 
different  side  of  himself.  He  also  plans 
to  highlight  individual  team  members’ 
successes.  "Anytime  you  can  commu¬ 
nicate  with  the  business  or  your  own 
teammates  on  a  more  personal  level, 
it  builds  and  strengthens  relation¬ 
ships,”  says  Whitmer. 
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WILL  YOUR  SKILL  SET  QUALIFY  YOU 

FOR  A  SEAT  AT  THE  EXECUTIVE  TABLE? 


Learn  essential  tips  on  developing  your  career  during  a  free 
web  seminar,  hosted  by  the  CIO  Executive  Council  and 
executive  coach  Dr.  Susan  Bethanis. 


You  will  receive  key  information  on  how  to: 

*Set  realistic  goals  in  your  own  personal  development  plan 
*Recognize  and  leverage  your  strengths 
*Apply  the  nine  executive  competencies  and  assessments 
CIOs  of  the  future  will  need 

*Participate  in  the  Leadership  Advancement  Pathways  program 


Register  at  www.cioexecutivecouncil.com/pathways 

The  first  fifty  registrants  will  receive  Bethanis'  book,  Leadership  Chronicles  of 
Corporate  Sage:  Five  Keys  to  Becoming  a  More  Effective  Leader. 


CIO  Executive  Council 

The  Professional  Organization  for  CIOs 


The  CIO  Executive  Council  was  created  by  readers  of  CIO  magazine  and  leaders  within  the 
community  of  CIOs  to  leverage  the  individual  and  collective  strengths  of  its  members  to  serve  as 
unbiased  and  trusted  advisors  to  each  other,  and  to  advance  the  CIO  profession  and  its  role  in 
driving  shareholder  results  for  their  respective  organizations.  Created  by  the  CIO  Executive 
Council,  Leadership  Advancement  Pathways  has  been  created  to  help  rising  stars  in  IT  build 
business  leadership  skills.  This  year-long,  fee-based  program  uses  online  self  and  360-degree 
assessment  tools  and  a  personalized  action  plan  carried  out  through  workshops  taught  by 
CIO  Executive  Council  members. 


Founded  by 


Business 

Technology 

Leadership 


ICIOI 

ExntmmmK 

where  you  need  to  be 


CIO  Executive  Programs  combine  cutting-edge  education  and  networking  opportunities  for 
busy  executives.  Our  programs  attract  the  best  and  brightest  IT  executives  and  our  brand 
is  synonymous  with  the  highest  quality  and  integrity.  These  face-to-face  conferences  are 
regarded  as  the  trusted  networking  resource  for  the  nation’s  CIOs  because  we  know  and 
understand  the  executive  IT  community  better  than  any  other  IT  resource. 


CIO  Leadership  Conference 

May  18-20,  2008 
Sheraton  Boston 
Boston,  Massachusetts 

CIO  &  CSO  Business  Continuity  Forum 

July  15-16,  2008 

Marriott  New  York  at  the  Brooklyn  Bridge 
New  York,  New  York 

CIO  100  Symposium  &  Awards 

August  24-26,  2008 
The  Broadmoor 
Colorado  Springs,  Colorado 

CIO|09  The  Year  Ahead 

November  9-1 1 , 2008 
Loews  Coronado  Bay 
Coronado,  California 


For  more  information 
aod  to  register  visit: 

www.cio.Gom/executive-programs 
or  call  800-366-0246 
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The  Year  Ahead 


Capitalizing  on 
Business  and 
Technology  Disruption 

October  28-30,  2007 

The  Hotel  Del  Coronado  •  Coronado,  CA 


Attend  CIO  magazine’s  fifth  annual  The  Year  Ahead 
conference  and  walk  away  with  actionable  ideas 
on  how  to  deal  with  disruption  —  both  good  and 
bad.  Discover  how  you  can  be  prepared  to  handle 
disruptions  and  potentially  benefit  from  the  next 
disruptive  influence  in  your  organization,  market  or  in 
the  world  around  you.  We  understand  the  demands  on 
your  schedule  and  ensure  you  that  attending  CIO  1 08 
will  be  three  days  out  of  the  office  very  well  spent. 

Hear  from  and  exchange  ideas  with  colleagues,  thought 
leaders  and  CIO  magazine  editors  at  this  prestigious 
event.  Meet  the  new  inductees  and  current  members  or 
the  CIO  Hall  of  Fame  —  some  of  the  most  revered  and 
recognized  members  of  the  CIO  community. 


Register  now 
and  savol 

registrar, on  offer 


Official  Hosts: 


HP  SOFTWARE 

i  R  i  s  e' 

VISUALIZE  INNOVATE.  DELIVER?* 

invent 


redhat.  Symantec,. 


Corporate  Sponsor: 


Don't  miss  keynotes  by: 

Alan  Kay,  President,  Viewpoints 
Research  Institute;  Monte  Ford, 

Senior  Vice  President  and  CIO, 
American  Airlines  and  Cory  Ondrejka, 
Chief  Technology  Officer,  Linden  Lab 


To  learn  more,  visit  www.cio.com/cio08. 
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RELATIONSHIPS 


A: 


[peer  counsel] 


How  do  you  deal  with  a 
situation  in  which  a  rela¬ 
tionship  isn't  working  out? 

One  difficult  relation¬ 
ship  that  I  had  to  work 
through  was  with  a  busi¬ 
ness  stakeholder  on  a  particular 
project.  The  problem  was  a 
severe  clash  in  personalities,  spe¬ 
cifically  in  terms  of  how  we  each 
approached  our  work  and  our  indi¬ 
vidual  expectations.  Despite  my 
best  efforts,  it  proved  impossible 
to  find  common  ground.  However, 

I  still  needed  to  work  with  this  per¬ 
son  to  make  the  project  a  success. 

It  would  have  taken  too  much 
time  to  get  a  strong,  working  rela¬ 
tionship  going,  so  my  solution  was 
to  leverage  another  colleague  who 
already  had  a  solid  relationship 
with  the  stakeholder.  I  brought  this 
colleague  into  our  project  update 
meetings  and  channeled  commu¬ 
nication  about  what  needed  to  get 
done  through  this  mutual  contact. 
My  counterpart  was  amenable  to 
handling  our  relationship  in  this 
capacity  and  we  reached  our  ulti¬ 
mate  goal:  a  successful  project  that 
furthered  the  business  strategy. 

-Jeanine  Wasielewski,  CIO, 
Coors  Brewing  Co. 


Michael  Whitmer 


CIOs  Need  People 

Continued  from  Page  72 

bers,  including  Ron  Kifer  of  Applied  Materials,  Vicki  Petit  of  KI  and  Barbra 
Cooper  of  Toyota  Motor  Sales,  say  they  have  created  formal  documents  to 
track  their  relationships  (see  “First  Impressions”  at 
advice. cio.  com/node/1150).  Michael  Whitmer,  CIO 
for  the  $1.4  billion  staffing  company  Hudson  North 
America,  lists  the  names  of  key  stakeholders,  their 
role,  communication  preference  (e-mail,  phone,  in 
person)  and  specific  topics  to  discuss  with  them  (see 
“Tools  We  Use,”  Page  72).  “My  favorite  question  to 
ask  is,  ‘In  order  for  me  to  be  successful,  what  can  I 
do  to  make  you  successful?’”  says  Whitmer.  After 
meeting  with  each  person,  Whitmer  takes  what  he’s  learned  and  builds  a 
plan  to  help  improve  their  lines  of  business. 

3.  Using  Personality  to  Your  Advantage 

Relationship  building  is  easier  if  you  can  leverage  an  outgoing  nature,  posi¬ 
tive  energy  and  charisma.  “The  beer  business  is  a  relationship  business,”  says 
Wasielewski.  Because  of  this,  relationship  building  tends  to  be  a  core  skill  for 
Coors  leaders.  Gilpin  agrees  that  many  executives  say  relationship  building 
comes  naturally  but  cautions  that  leaders  must  practice.  “You  can’t  just  rely  on 
your  natural  talent  or  tendencies.  It  comes  down  to  how  you  work  with  people 
on  a  daily  basis,  including  communication,  collaboration,  taking  criticism  and 
being  flexible,”  says  Gilpin. 

If  you  don’t  count  relationship  building  among  your  core  skills,  coaching 
can  help.  “Right  now,”  says  Whitmer,  “I’m  coaching  one  of  my  more  introverted 
team  members  to  do  things  as  simple  as  meeting  with  someone  face-to-face 
rather  than  sending  an  e-mail.” 

4.  Bake  It  into  the  Job 

Gilpin  likens  the  relationship  process  to  finding  time  to  exercise;  she  knows 
it’s  valuable  but  difficult  to  do.  Gilpin  recognizes  the  need  to  have  a  weekly 
meeting  with  her  peer  associate  CIO  of  application  development.  She  also 
has  a  brief  weekly  meeting  with  all  associate  CIO  peers  to  touch  base.  “By 
having  a  set  time  each  week  reserved,  the  relationship  is  constantly  being 
managed,”  says  Gilpin.  At  the  IRS,  “it’s  become  part  of  the  normal  workday 
to  communicate  with  different  stakeholders.” 

In  the  end,  strong  relationships  provide  benefits  not  only  to  the  enterprise 
but  to  the  executive’s  career.  It’s  much  easier  to  survive  a  mistake  if  the  CIO 
has  a  store  of  goodwill  and  credibility.  Two  relationships  Langston  nurtured 
with  the  COO  and  SVP  of  HR  while  he  worked  in  the  employee  benefits  area 
were  integral  to  his  getting  placed  in  the  CIO  role.  The  two  executives  strongly 
recommended  Langston,  even  though  he  had  no  IT  experience.  “You  may  not 
realize  it  at  the  time,”  says  Langston,  “but  the  relationships  you  are  establish¬ 
ing  today  will  undoubtedly  help  you  in  your  career  down  the  road.”  ui!i 

Carrie  Mathews  is  Senior  Manager,  Member  Services,  for  the  CIO  Executive  Council. 
Send  feedback  on  this  article  to  letters@cio.com. 


The  CIO  Executive  Council  is  a  professional  organization  for  CIOs  founded  by  CIO's  publisher.  To  learn  more  about  the  Council, 
visit  www.cioexecutivecouncil.com  or  contact  Vice  President  of  Development  Dexter  Siglin  at  dsiglin@cio.com  or  508  935-4493. 
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I've  Learned 


THE  VOICE  OF  EXPERIENCE  *  AS  TOLD  TO  STEPHANIE  GELSTON 


As  founder  of  the 
Ponemon  Institute,  a 
privacy  and  business 
ethics  think  tank, 
Larry  Ponemon 
worries  that  society 
will  give  up  on  privacy 
ideals  as  protecting 
personal  data 
becomes  harder 


My  own  privacy  has 
been  compromised. 

As  a  U.S.  Navy  veteran,  I 
was  among  the  more  than 
26  million  service  people 
affected  by  last  year's  VA 
breach.  It  was  interest¬ 
ing  to  experience  how  an 
organization  responds  to 
a  data  breach.  I’ve  also 
received  more  than  five 
other  notifications  that 
my  personal  information 
was  lost,  stolen  or  com¬ 
promised.  I’ve  learned  a 
lot  from  these  very  poorly 
crafted  communications 
and  use  this  experience 
to  help  companies  better 
prepare  for  the  likelihood 
of  a  data  breach. 


Companies  remain 
complacent  about 
data  protection. 

They  fail  to  control  por¬ 
table  devices  such  as 
laptops,  PDAs  and  USB 
memory  sticks.  Compa¬ 
nies  are  paralyzed  by  inac¬ 
tion  orthe  belief  that  this 
is  a  problem  too  daunting 
or  expensive  to  proac¬ 
tively  address.  Instead 
of  assessing  their  risk 
profile  and  implementing 
a  plan  based  on  practical 
information  needs,  some 
companies  believe  their 
only  option  isto  do  the 
legal  minimum  and  pray 
for  good  outcomes.  They 
hope  the  next  breach  will 
happen  to  some  other 
company.  Well-inten¬ 
tioned  executives  in  good 
companies  make  this  fun¬ 
damental  mistake  every 
moment  of  every  day. 

The  CIO  is  key  to 
creating  a  culture 
for  responsible  infor¬ 
mation  management. 

CIOs  are  responsible  for 
all  the  information  an 
organization  collects  and 
uses.  The  road  to  good  pri¬ 
vacy  starts  with  good  data 
governance.  Avoid  "silo 
thinking"  and  make  sure 
the  privacy  and  security 
functions  and  goals  are 
properly  aligned. 


My  thinking  about 
privacy  has  changed 
over  time. 

I  was  more  optimistic 
five  years  ago.  I  believed 
the  marketplace  would 
advance  new  tools  to 
make  it  easier  for  compa¬ 
nies  to  regulate  privacy 
compliance  and  safe¬ 
guard  sensitive  data.  I 
thought  there  would  be  a 
big  change  in  consumer 
attitudes  about  privacy 
rights.  This  did  not  hap¬ 
pen.  I  thought  a  rash  of 
class-action  lawsuits 
would  emerge,  making  it 
more  difficult  for  compa¬ 
nies  to  shirk  their  privacy 
commitments.  Finally,  I 
expected  a  comprehen¬ 
sive  national  privacy  law 
would  be  enacted. 

There  is  a  "privacy 
age  gap." 

Younger  folks  don’t  have 
the  same  level  of  concern 
as  us  older  folks.  This  is 
best  illustrated  by  the 
millions  of  kids  who  post 
embarrassing  facts  about 
themselves  on  social 
networks  and  blogs.  It  is 
my  belief  that  this  gap  will 
close  once  the  younger 
generations  have  to  get  a 
real  job  and  pay  their  bills. 
Only  time  will  tell! 


To  comment,  go  to  www.cio 
.com/article/141500. 
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Customized  wireless  solutions  from  AT&T  can  turn  a  business 
expense  into  a  true  business  driver. 

AT&T  understands  the  unique  challenges  faced  by  CIOs  in  today's  competitive 
corporate  environment.  The  demands  to  improve  productivity  have  never  been 
stronger.  Let  us  provide  the  right  mobile  solution  to  make  your  business  run  better. 

To  learn  more,  go  to  att.com/builtforbusiness  or  call  866-9ATT-B2B. 
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It  all  begins  with  a  single  view  of  your  entire  IT  portfolio  — a  scenic  overlook  of  your  assets,  resources,  projects  and 
services.  From  there,  you  can  plan  better,  manage  better.  You  can  make  informed  decisions,  smart  trade-offs  and 
wise  investments.  In  short,  you  can  budget,  forecast  and  track  with  insight,  accuracy  and  verve.  Yes,  verve.  And 
that's  everything  you  need  to  translate  IT  value  into  terms  that  bring  nods  of  enlightenment  from  your  business 
partners.  To  learn  more,  download  the  white  paper  "Generating  Premium  Returns  on  IT  Investments"  at  ca.com/itg. 


GOVERN  ■  MANAGE  •  SECURE 


Transforming 
IT  Management 


